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REPORT  ON 
GENERAL  STATE  ORGANIZATION 


Introduction; 

This  report  deals  with  the  structure  of  the  organization 
of  the  state  goverranent.   In  conformity  with  the  general  scope  of 
the  study  with  which  this  and  other  reports  of  this  series  deal, 
the  eraphasis  is  placed  on  the  administrative  agencies  of  the  ex- 
ecutive department. 

The  report  reviev^/s  the  existing  plan  of  allocation  of  the 
functions  of  the  state  governraent  as  among  the  several  departments 
and  other  agencies,  and  considers  the  broader  administrative  and 
operating  relationships  among  them.   On  the  basis  of  this  reviev/ 
and  consideration,  it  presents  suggestions  for  a  plan  of  reorgani- 
zation with  certain  alternatives  and  possible  variations.   This 
plan  has  as  its  objective  the  simplification  and  clarification  of 
the  organization  structure  through  reduction  in  the  number  of 
agencies;  through  more  logical  and  orderly  division  of  activities 
and  assignment  of  responsibilities  among  agencies;  through  the  con- 
centration of  work  of  the  same  general  kind  in  the  same  department; 
and  through  better  provision  for  the  necessary  functions  of  admin- 
istrative control  and  service. 

Presented  separately,  but  as  Exhibit  A  to  this  report, 
is  a  draft  of  the  major  provisions  of  an  administrative  code  de- 
signed to  put  the  proposed  organization  into  effect. 

The  report,  after  disposing  of  a  few  matters  relating  to 
the  legislative  and  judicial  departments,  analyzes  the  existing 
organization  of  the  executive  department  in  the  light  of  basic 
principles  of  sound  organization,  and  of  problems  in  securing  such 
organization.   It  then  takes  up,  and  discusses  at  length,  proposals 
for  revision  of  the  present  organization. 

Three  Basic  Departments  of  th'b   State  Government; 

Basis  for  Senaration  of  Pov/ers;   A  Biovement  for  separa- 
tion of  the  powers  of  government  took  form  in  the  early  days  f  y^^ 
United  States  and  was  imbedded  in  the  federal  ?2'''f^  ^^T.^^nf^ro 
same  separation  has  been  included  in  the  constitution  of  Montana 
as  it  has  in  those  of  other  states  and  has  come  ^o  bo  accepted  as 
one  of  the  fundamental  principles  of  our  American  form  of  govern 
ment. 
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This  principle  calls  for  clear-cut  distinctions  between 
legislative,  judicial,  and  executive  functions.   In  conformity 
with  it,  the  state  constitution  provides  that  the  powers  of  the 
state  government  be  divided  into  "three  distinct  departments:   The 
legislative,  executive,  and  judicial,  and  no  person  or  collection 
of  persons  charged  with  the  exercise  of  powers  properly  belonging 
to  one  of  these  departments  shall  exercise  any  powers  properly  be- 
longing to  either  of  the  others,  except  as  in  this  constitution 
expressly  directed  or  permitted." 

Scope  of  Each  Department;   Only  the  executive  department 
is  specifically  defined  by  the  constitution,  but  the  delegation  of 
"the  legislative  authority"  and  "the  judicial  pov/er"  leaves  no 
question  as  to  the  intent  of  the  constitution. 

Except  for  the  legislative  powers  reserved  to  the  people, 
"the  legislative  authority  of  the  state  shall  be  vested  in  a  legis- 
lative assembly,  consisting  of  a  senate  and  house  of  representa- 
tives. " 

The  judicial  power  is  divided  by  the  constitution  among 
several  agencies  and  is  "vested  in  the  senate  sitting  as  a  court  of 
impeachment,  in  a  supreme  court,  district  courts,  justices  of  the 
peace,  and  such  other  inferior  courts  as  the  legislative  assembly 
may  establish  in  any  incorporated  city  or  tovm." 

While  the  constitutional  definition  of  the  executive  de- 
partment is  the  most  specific  of  the  three,  it  is  also  the  least 
accurate.   It  states  that:   "The  executive  department  shall  con- 
sist of  a  governor,  lieutenant  governor,  secretary  of  state,  at- 
torney general,  state  treasurer,  state  auditor  and  superintendent 
of  public  instruction."  An  exact,  literal  interpretation  of  this 
wording  would  exclude  all  other  officers  and  employes  from  the  ex- 
ecutive department.   Since  there  is  no  provision  for  the  exercise 
of  state  powers  except  through  one  of  the  three  basic  departments, 
it  must  be  assumed  that  the  executive  department  is  far  more  exten- 
sive  than  this  definition  would  indicate. 

The  only  logical  assxamption  in  this  connection  is  that  It 
Includes  all  administrative  agencies  of  the  state  government  and, 
in  fact,  all  agencies  not  in  the  legislative  or  judicial  depart- 
ments.  As  used  in  this  report,  therefore,  the  executive  depart- 
ment  means  the  establishment  made  up  of  all  of  the  officers,  t«oards, 
commissions,  departments,  institutions,  divisions,  bui;faus,  agencies, 
and  employes  engaged  in  the  execution  of  the  laws  of  tne  state  at 
the  state  level!   In  other  words,  it  is  all  of  the  state  government, 
except  those  parts  represented  by  legislative  and  juaicial  depart- 
ments, but  does  not  Include  any  officers  or  employes  of  the  pollt 
leal  subdivisbns  of  the  state,  such  as  counties. 
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Such  discussion  as  this  report  contains  of  the  legisla- 
tive and  judicial  departments  is  to  be  found  in  the  paragraphs 
that  immediately  follow,  after  which  the  renort  devotes  Itself  to 
the  executive  department  as  it  has  just  been  broadly  defined. 

Legislative  Department; 

Composition  of  the  Legislative  Department;   By  the  con- 
stitution, theTegisTan!ve~HepaFEme^  the  legis- 
lative assembly,  made  up  of  the  senate  and  the  house  of  representa- 
tives.  Also  included  by  statute  are  the  employes  of  both  houses 
who  serve  only  during  sessions. 

No  provision  is  nov;  made  for  any  continuing  interim  com- 
mittees or  other  legislative  agencies,  but  tem.porary  comidttees  of 
this  kind  m.ay  be  created  by  any  session  to  report  to  the  next.  It 
is  not  the  Intent  of  any  comments  in  this  report  to  suggest  any 
change  In  the  process  by  which  such  temporary  bodies  nay  be  created. 
They  usually  have  a  special  transient  purpose  and  are  a  useful  de- 
vice for  fulfilling  that  purpose. 

Although  the  lieutenant  governor  and  the  state  auditor, 
under  the  proposed  plan  of  organization  outlined  in  this  report, 
are  properly  officers  of  the  legislative  department,  the  constitu- 
tion specifically  says  that  they  are  in  the  executive  department. 
Their  offices  are,  therefore,  discussed  as  a  part  of  the  executive 
department. 

Size  of  the  Senate;   Under  the  constitution  the  first 
legislative  assembly  was  directed  to  divide  the  state  into  sena- 
torial districts  with  the  provision  that  there  should  be  not  more 
than  one  senator  from  each  county.   Nevertheless,  by  other  provi- 
sions, each  county  was  made  a  senatorial  district  and  it  was  pro- 
vided that  any  new  county  created  should  constitute  a  senatorial 
I  district  and  that  no  district  should  consist  of  more  than  one  county. 

At  the  time  the  constitution  was  adopted,  there  were  l6 
counties  and  the  provision  was,  then,  wholly  reasonable  and  satis- 
i  factory.   Since  that  time  the  number  of  counties,  and  senatorial 
i  districts,  has  Increased  to  56.   With  the  large  area  of  the  state, 

there  is  no  assurance  that  the  number  of  counties  will  not  be  stiii 
.1  further  Increased. 

With  56  members  the  size  of  the  senate  is  ^l^^^J^. ^^°°"!- 
'  ing  unwieldy  and  steps  should  be  taken  at  least  to  P^^^;'J?J^"%f  °": 
ing  any  larger  through  the  formation  of  aaditionalcounti^       the 

obstacles  can  be  overcome  it  would  be  highly  <=^--^^;^' -^^^■^.  „   the 
size  to,  say  5O,  55,  i^O,  or  I.5  members.   B/  way  ^^  f^^^^^^°^'  ^^^ 
cases  of  Texas  and  California  whose  problor.s  f  .f f  \^JJ  irtimes 
greater  than  that  of  Montana,  may  be  cited.  '^^f/'^lH^   and  S 
.  the  population  of  Montana   some   0  f --J^ff^J  ^^  TtS's^mew^S 
I  counties,  has  only  5I  state  senators.  ^^%l"°^^^^'and  58  counties, 
greater  area,  12  times  the  population  of  lor t^.a,^a^  ^^^^ 

lias  only  LO  senators.   Of  all  tne  otnoi  ^j'=^J'   noVol-A  with  kS. 
Dakota,  with  k9 ,    Washington,  with  1^6,  and  South  Dakota,  with  i+^, 

have  more  tlian  I4.O  senators . 


It  is  recommended  that  the  constitution  be  amended  to 
eliminate  the  provisions  calling  for  one  senator  from  each  county 
and  substituting  therefor  provisions  that  the  legislative  assembly 
shall  divide  the  state  into  not  more  than  some  fixed  nxomber  of 
senatorial  districts  after  each  decennial  census.   The  provision 
that  limits  the  representation  to  not  more  than  one  senator  from 
any  one  county  should  not  be  disturbed. 

Size  of  the  House  of  Representatives;   There  are  no  con- 
stitutional  restrictions  on  the  size  of  the  house  of  representatives. 
However,  the  recent  reduction  in  size  (to  ;o  members)  was  a  progres- 
'sive  step.   Before  any  of  this  reduction  is  lost,  the  constitution 
should  be  amended  to  write  in  a  limtation  establishing  permanently 
the  maximum  size  of  the  house  of  representatives  at  approximately 
the  present  level. 

Proposed  Audit  Committee;   As  is  discussed  in  the  report 
of  this  series  on  financial  administration,  it  is  proposed  that 
there  be  established  a  permanent  joint  legislative  committee,  to  be 
known  as  the  "audit  committee  of  the  legislative  assembly."  The 
exact  size  and  composition  of  this  committee  is  not  of  major  im- 
portance, but  it  should  be  no  larger  than  is  deemed  essential. 

It  seems  probable  that  the  most  effective  results  could 
be  accomplished  if  there  were  no  more  than  five  members.   The  com- 
position on  this  basis  could  be: 

Two  senators  appointed  by  the  lieutenant  governor  as  presi- 
dent of  the  senate.   It  should  be  specified  that  one  senator 
should  be  from  one  major    party  and  one  from  the  other, 
and  that  at  least  one  senator  should  be  a  "holdover"  member 
not  up  for  reelection. 

Three  representatives  appointed  by  the  speal<:er  of  the  house, 
with  at  least  one  from  each  of  the  t.vo  major  political 
parties. 

The  chairmen  could  be  selected  in  any  one  of  three  ways: 

(a)  By  the  members  of  the  committee. 

(b)  By  the  speaker  of  the  house  in  appointing  the  house 

members. 

(c)  By  the  lieutenant  governor  in  appointing  a  "holdover" 
senator  who  would  automatically  be  chairman. 

The  first  method  would  seem  to  be  pref erablo,but  there  are  valid 
arguments  for  the  other  methods. 


The  committee  should  be  appointed  early  in  each  session 
of  the  legislative  assembly  and  should  serve  until  the  next  ses- 
sion convened  at  which  time  it  should  file  its  report.   Provision 
should  be  made  for  payment  of  a  per  diem  fee  and  traveling  expenses 
covering  a  reasonable  number  of  meetings  during  the  interim  between 
sessions.   The  committee  should  have  the  power  to  conduct  hearings, 
compel  attendance  of  witnesses,  pay  v/itness  fees,  and  punish  for 
contempt.   The  purpose  of  this  committee  would  be  to  provide  con- 
tinuing contact  by  the  legislative  assembly,  through  the  state 
auditor,  with  the  administration  of  the  affairs  of  the  state  by 
the  executive  department,  as  defined  in  the  constitution. 

The  committee's  specific  responsibilities  should  be: 

To  make  a  critical  reviev/  of  all  financial  reports  of  the 
state  auditor  as  the  proposed  postauditor  for  the  state, 
of  the  proposed  department  of  finance,  and  of  each  other 
fiscal  officer. 

To  investigate  any  irregularities  and  unsatisfactory  condi- 
tions disclosed  in  such  reports. 

To  conduct  inquiries  into  the  costs  of  government. 

To  ascertain  and  determine  the  justification  for  any  depar- 
tures in  expenditures  from  the  budget  estimates. 

To  make  investigations  of  prices,  of  rates  of  compensation, 
of  the  necessity  for  expenditures,  and  of  the  accoxmting, 
auditing,  expenditure,  and  revenue-control  procedures  of 
the  various  agencies  of  the  government  of  the  state. 

In  all  of  its  activities  the  state  auditor  shoiild  serve 
as  the  executive  officer  for  the  committee. 

Judicial  Department; 

The  judicial  department  of  the  state  government  was  not 
included  in  the  studies  covered  by  this  series  of  reports.   However, 
one  defect  in  the  basic  Dlan  of  organization  established  by  the 
constitution  is  apparent^.   The  clerk  of  the  supreme  court  is  elected 
by  the  electors  of"  the  state  in  the  same  manner  as  are  the  justices 
of  the  s\;preme  court,  for  a  term  of  six  years. 

The  clerk  of  the  court  should,  unquestionably,  be  an  e'J^" 
Ploye  of  the  court  amenable  to  the  direction  and  supervision  of  the 
justices.   This  cannot  be  assured  when  the  clerk  is  selected  in  the 
manner  now  orovided  by  the  constitution.   It  is  recommended  that  the 
constitution  be  amended  to  provide  for  the  appointment  of  the  cierx 
by  the  suOTeme  court  and  that  he  be  made  specifically  responsible  to 
the  chief  justice  for  the  work  assigned  to  him  by  law  or  by  the 
court. 


The  justices  of  the  supreme  court  have  been  assigned  one 
duty  which  clearly  violates  the  basic  principle  of  separation  of 
powers.   This  is  the  designation  of  the  justices  as  a  "supervisory 
board  over  the  entire  administration..."  of  certain  fxmds.   The 
duties  involved  are  executive  and  not  judicial.   The  fact  that  this 
duty  is  assigned  by  the  constitution  removes  any  question  of  its 
legality,  but  does  not  dissolve  the  objections  to  it.   The  plan  of 
organization  for  the  executive  department  discussed  later  in  this 
report  provides  for  all  necessary  safeguards  over  the  administra- 
tion of  the  funds  which  this  provision  sought  to  protect.   It  is, 
therefore,  recommended  that  the  justices  be  relieved  of  this  extra- 
ordinary assignment  by  amendment  of  the  constitution. 

The  chief  justice  and  the  associate  justices  of  the 
supreme  court,  along  v/ith  the  secretary  of  state  and  the  state 
auditor  constitute  by  statute  a  board  of  trustees  for  the  law 
library.   This  library  is  in  reality  the  library  of  the  supreme 
court,  to  which  other  persons  have  access.   Neither  the  state 
auditor  nor  the  secretary  of  state  has  any  reason  to  be  interested 
in,  or  involved  in,  its  operation.   If  any  state  administrative  of- 
ficer were  so  interested,  it  should  be  the  attorney  general.   How- 
ever, any  library  adequate  for  the  needs  of  the  court  will  serve 
fully  the  needs  of  the  attorney  general.   It  is,  therefore,  recom- 
mended that  the  law  library  and  its  board  of  trustees  be  discon- 
tinued as  organization  units  of  the  state  government  and  that  the 
court,  or  preferably  the  chief  justice,  bo  authorized  to  maintain 
the  collection,  add  to  it  as  occasion  demands  and  fionds  available 
permit,  and  keep  it  open  for  use  of  the  public.   The  court,  or  the 
chief  justice,  as  the  case  may  be  should  appoint  any  employes  neces- 
sary and  authorized  to  carry  out  this  assignment. 

The  Executive  Department;  Description  of  the  Existing  Organization; 

As  has  been  previously  indicated,  the  executive  department 
is  not  clearly  defined.   According  to  the  definition  given  to  it 
for  the  purposes  of  this  report,  it  comprises  all  of  the  agencies 
of  the  state  government  outside  of  the  legislative  and  judicial 
departments.  These  agencies  are  made  up  in  a  multitude  of  ways  and 
have  varying  degrees  of  independence.   Even  their  number  cannot 
readily  be  ascertained  because  it  depends  on  what  definition  is 
given  to  an  "agency,"  or  "unit,"  or  whatever  other  title  is  used 
as  a  basis  for  the  co\int. 

The  organization  is  such  as  to  defy  accurate  charting 
that  would  truthfullY  show  the  relationships  among  the  various 
agencies. 

The  governor  is  the  head  of  the  executive  department  by 
virtue  of  a  constitutional  provision,  as  follows: 

"The  supreme  executive  power  of  the  state  shall  be  vested 
in  the  governor,  who  shall  see  that  the  laws  are  faith- 
fully executed." 


A. 
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However,  the  existing  organization  is  so  designed  as  to  go  far  in 
nullifying  rather  than  implementing  this  section  of  the  constitu- 
tion.  This  situation  results  from  various  devices  that  have  been 
used  deliberately,  in  establishing  agencies  to  carry  on  administra- 
tive functions,  to  weaken  the  governor's  influence  over  the  agencies 
involved. 

Some  few  of  these  devices  have  their  origin  in  the  consti- 
tution, but  the  most  vicious  of  them  are  strictly  of  statutory 
origin.   The  principal  devices  having  the  effect  referred  to  are 
those  governing  the  selection  of  the  heads  of  agencies.   Because 
of  the  importance  of  this  factor,  a  classification  of  methods  of 
selection  of  officers  is  used  in  presenting  a  list  of  the  existing 
agencies.   Such  a  list  appears  as  Schedule  I  attached  to  this  re- 
port. 

In  this  sched-ule  the  agencies  are  listed  without  any  real 
attempt  to  say  positively  v/hether  or  not  each  should  be  regarded  as 
a  separate  and  independent  agency.   The  classification  used  is  as 
follows: 

Officers  elected  by  the  people. 

Board*,  of  three  members,  elected  by  the  people. 

Agencies  headed  by  individual  officers  appointed  by  the 

governor  or  having  executive  officers  appointed  by 

the  governor. 

D.  3i|  Boards-;:-  with  all  members  appointed  by  the  governor. 

(Including  10  boards  as  to  which  the  governor  is 
restricted,  in  making  appointments,  to  members 
of,  or  persons  nominated  by,  private  organizations.) 

E.  22  Boards-"-  with  one  or  more  members  appointed  by  the 

governor  and  one  or  more  members  serving  ex- 

offlcio. 

(Including  5  boards  as  to  which  the  governor  is 
restricted,  in  making  appointments,  to  members 
of,  or  persons  nominated  by,  private  organizations.) 

F.  25  Ex-officio  boards-::-  (boards  made  up  entirely  of  members 

serving  ex-offlcio,  or  boards  designated  by  separate 
names  in  secondary  capacities) 

G.  2  Boards  with  some  ex-officio  m.embers  and  one  or  more 

officers  of  private  organizations  designated  by  law. 
H.   1  Board  with  some  members  appointed  by  the  governor  and 

an  officer  of  a  private  organization  designated  by  law. 
I.   1^.  Unclassified  boards  with  members  selected  in  different 

combinations  of  ways  from  those  previously  listed. 
J.  21  Or  more,  individual  heads  or  executive  officers  of 

agencies  appointed  by  state  boards  or  state  officers 

other  than  the  governor, 
K.   9  Individual  offices  filled  by  other  officers  ex-officlo. 

*  No  distinction  is  dravm  between  boards  and  commissions.   All 
are  listed  as  boards. 

The  listing  of  agencies  in  support  of  this  tabulation  i? 
presented  in  Schedule  I  appended  to  this  report.   Temporary  agencies 
are  not  included  in  the  tabulation  above  or  in  the  schedule. 


This  foregoing  list  shows  a  total  of  I56  agencies  and  of- 
ficers, but  this  involves  considerable  duplication  of  the  agencies 
represented.   The  extent  to  v/hich  this  duplication  exists  depends 
entirely  upon  the  definition  used  for  a  unit,  agency,  or  whatever 
tern  is  designated  in  the  count. 

In  making  a  minimum  count,  all  the  units  listed  in  Items 
F,  ex-officio  boards;  J,  "vvhere  the  heads  are  subordinate  to  another 
state  agency  (many  of  them  agencies  \mder  the  board  of  education); 
and  K,  ex-officio  officers,  might  be  omitted  in  making  the  count, 
though  this  v/ould  exclude  entirely  sever-'.l  active  state  agencies 
v/ith  separate  staffs.   On  this  basis,  however,  there  v;ould  be  85 
agencies.   The  actual  niomber  of  separate  state  agencies  on  the 
basis  of  a  reasonable  definition  of  "agency"  lies  somev/here  between 
this  figure  of  83  and  the  other  figure  of  I56.   A  round  figure  of 
100  is  probably  as  close  as  any. 

The  governor  has  full  authority,  sometimes  subject  to 
senate  confirmation   or  other  reasonable  restrictions,  in  the  ap- 
pointment of  heads  or  boards  for  about  half  of  the  agencies,  in- 
cluding those  under  the  jurisdiction  of  boards  or  officers  he  ap- 
points.  This  does  not  mean  that  he  can  alv/ays  exercise  control  be- 
cause many  of  the  boards  are  made  up  of  members  whose  terms  are 
longer  than  that  of  the  governor,  with  only  a  fraction  of  the  member- 
ships up  for  appointment  at  any  one  time. 

By  comparison  with  the  number  of  agencies  shown  in  the 
foregoing  listing,  the  proposed  organization  suggested  later  in 
this  report  as  feasible  of  immediate  adoption  without  constitutional 
amendments  would  have  only  the  following  agencies: 

2  elected  officers  outside  the  "administrative  service" 

1  governor 

1  executive  cabinet 

20  departments  \ 

6  appointed  boards  of  departments  \ 
16  examining  boards  ' 

7  ex-officio  boards 

53   total  agencies  without  constitutional  amendment 


Even  this  plan  would  cut  the  nuinber  of  agencies  approxi- 
mately in  half.   If  all  suggested  changes  including  constitutional 
amendments  can  be  adopted,  not  more  than  the  following  agencies 
woui'd  be  required: 

2  elected  officers  outside  the  "administrative  service" 

1  governor 

1  executive  cabinet 
17  departments 

D   appointed  boards  of  departments 

2  ex-officio  boards 

29   total  agencies 

Some  further  reductions  than  indicated  even  in  the  last 
tabulation  would  be  possible.   These  are  mentioned  as  possibilities 

in  the  text. 


Some  Principles  to  be  Observed  in  Devising  a  Plan  of  Administrative 
Organization; 

Need  for  a  Sound  Basis  of  Organization;   The  organization 
described  in  the  preceding  paragraphs  of  this  report,  and  further 
explained  by  reference  to  Schedule  I  appended  to  this  report,  has 
grown  up  without  the  uniform  application  of  any  definite  principles 
of  organization.   This  is  clearly  evidenced  by  the  niimerous  forms 
in  which  the  governing  heads  of  agencies  have  been  created. 

As  is  later  noted,  the  constitution  is  responsible  in  but 
small  degree  for  this  situation.   Nor  has  the  increase  in  popula- 
tion been  more  than  a  m5.nor  factor  in  the  changes  that  have  taken 
place  in  the  state  government,  although  the  population  of  the  state 
has  grown  since  the  adoption  of  the  constitution.   In  cominon  with 
all  other  states,  Montana  has  been  subject  to  a  tremendous  expan- 
sion of  the  services  of  state  government.   In  I889  none  of  the 
states  rendered  extensive  services.   The  legislative  assembly  and 
the  courts  v/ere  the  major  agencies;  the  executive  department  had  few 
responsibilities.   The  local  governments  conducted  most  of  the  serv- 
ices that  were  rendered  and  the  executive  department  was  primarily 
a  coordinating  agency. 

Shortly  thereafter,  the  expansion  of  state  services  began 
and  has  continued  ever  since  with  increasing  tempo.   The  demand  for 
state  services  arose  from  widely  varied  causes.   In  many  Instances 
they  resulted  from  the  efforts  of  special  Interest  groups  to  secure 
the  cloak  of  state  authority,  and  often  of  statev/ide  financing,  for 
activities  of  special  benefit  to  them.   In  other  cases,  the  move- 
ments were  more  altruistic.   In  nearly  all  cases,  however,  the 
sponsors  sought  primarily  to  provide  for  a  particular  service  with- 
out reference  to  other  state  services  or  problems. 

Members  of  the  legislature  were  more  concerned  with 
v/hether  the  service  should  be  imdertaken,  and,  If  so,  who  would  pay 
the  bill  than  v/lth  what  apparently  seemed  to  be  the  m.ore  abstract 
and  remote  questions  of  whether  the  form  of  organization  proposed 
v/as  the  best  available  and  whether  that  form  was  consistent  with 
the  organization  for  similar  activities. 

Changes  have  been  made  from  time  to  time  to  correct  ob- 
vious mistakes  in  assignments  of  functions,  to  consolidate  related 
agencies,  and  to  adjust  defective  legislation.   But  not  even  this 
process  has  uniformly  followed  any  established  principles  of 
organization. 

It  is  the  puroose  of  this  report  to  suggest  a  rearrange- 
ment of  agencies  of  the' state  government  and  the  adoption  of  the 
Most  appropriate  form  of  organization  for  each.   However,  the  ac- 
complishments of  any  reorganization  on  that  basis  will  be  transitory 
in  effect  unless,  at  the  same  time  certain  basic  principles  are  ac- 
cepted to  govern  future   legislation  in  this  field.   The  demand  for 
increased  state  services  shov/s  no  indication  of  subsiding,   unless 
new  services  are  fitted  into  some  consistent  plan,  the  same  type 
of  disjointed  organization  can  be  expected  to  grow  up  again. 
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Vv'hlle  a  great  many  principles  could  be  listed,  there  are 
a  fev;  basic  ones  from  which  most  of  the  others  derive.   These  are 
listed  here  and  discussed  in  order  in  subsequent  paragraphs  of  this 
report. 

The  principles  referred  to  are  as  follov/s: 

The  plan  of  organization  should  be  simple  and  definite. 

The  organization  should  be  integrated. 

There  should  be  a  logical  allocation  of  functions  to 
organization  units. 

There  should  be  provision  for  suitable  managing  authorities. 

There  should  be  an  assurance  of  continuity  of  operating 
policy. 

There  should  be  provision  for  securing  and  retaining  com- 
petent personnel . 

There  should  be  adequate  safeguards  against  arbitrary  action 
by  administrative  employes. 

The  foregoing  listing  is  roughly  in  the  order  in  which 
emphasis  needs  to  be  given  to  these  principles  as  indicated  by  the 
extent  to  v/hich  they  have  been  ignored  in  the  present  organization 
of  the  state  government. 

Need  for  Simple  and  Definite  Organization;   The  structure 
of  the  organization  should  be  simple,  clear,  and  definite,  which 
means  that  the  main  departments  or  branches  should  not  be  too 
numerous  and  that  the  functions  of  each  should  be  clearly  specified 
and  responsibility  for  its  management  should  be  definitely  fixed. 

By  contrast,  the  state's  organization  is  now  exceedingly 
complex.   With  respect  to  many  functions  it  is  difficult  to  deter- 
mine vifho  is  responsible  for  action.   In  such  cases  the  practical 
expedient  has  frequently  been  adopted  of  letting  the  board  of  ex- 
aminers act  upon  the  question  involved  under  guise  of  dealing  with 
its  financial  implications. 

Such  questions  of  jurisdiction,  when  they  do  arise,  are 
disastrous  to  effective  administration.   Action  on  important  matters 
may  be  delayed;  each  of  the  two  or  more  agencies  in  whom  some  of  the 
authority  rests  may  hesitate  to  act,  thinking  the  other  may  do  so; 
or  both  may  step  In  and  a  contest  may  result  over  which  has  juris- 
(iiction.   Specific  cases  of  this  result  may  not  have  become  prom- 
inent, but  an  opoortunity  for  them  is  ever  present  in  such  situa- 
tions as,  for  example,  that  whereby  responsibility  for  the  various 
activities  of  the  state  in  the  regulation  of  the  production  and  sale 
of  milk  products  is  divided  among  three  agencies. 
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The  complexity  of  the  present  organization  can  be  Illus- 
trated not  only  by  such  examples  as  that  just  mentioned,  but  also 
by  the  multiple  designations  of  some  agencies.   The  members  of  the 
board  of  examiners  sit  in  three  different  capacities,  as  do  also 
the  members  of  the  board  of  railroad  commissioners,  and  of  the 
state  water  conservation  board.   This  situation  is  so  confusing 
and  unnecessarily  complex  that  even  employes  of  these  agencies  get 
mixed  up  on  v/hich  board  is  supposed  to  do  which  things. 

Need  for  Integration;   The  organization  should  be  unified 
and  integrated.   It  should  be  so  designed  as  to  facilitate  the  co- 
ordination of  its  several  activities,  which  means  that  there  should 
be  a  central  executive  authority  and  facilities  for  promoting  co- 
operative action  among,  and  providing  common  services  to,  the  several 
departments. 

The  "supreme  executive  power"  is  vested  in  the  governor, 
but  as  to  many  of  the  functions  of  the  state  he  is  divested  of  this 
power,  and  practically  all  the  powers  of  a  chief  executive,  by  pro- 
visions of  lav;  giving  independent  authority  to  boards,  commissions, 
and  other  elective  officers.   Under  such  circumstances  the  governor 
is  in  no  position  to  "see  that  the  laws  are  faithfully  executed." 
Public  opinion  holds  him  responsible,  but  as  he  does  not  have  the 
authority  necessary  to  enable  him  to  carry  out  the  responsibility 
placed  upon  him  by  public  opinion,  as  well  as  by  the  express  man- 
date of  the  constitution,  he  is  placed  in  an  impossible  position. 

While  it  is  an  exaggeration  to  say  that  the  state  govern- 
ment constitutes  a  single  enterprise  in  the  sense  of  carrying  on 
only  one  line  of  endeavor,  nevertheless  it  is  a  single  unit  of  gov- 
ernment, established  under  one  constitutional  document  and  with  one 
law-making  body,  and  it  can  never  possibly  reach  a  uniformly  high 
level  of  effectiveness  in  all  of  its  branches  unless  the  branches 
are  integrated  or  coordinated  and  administered  \mder  viniforra  poli- 
cies and  standards  of  operation,  service,  and  output.   Many  of  the 
existing  agencies  operate  to  all  intents  and  purposes  as  they  would 
if  they  constituted  the  service  of  a  separate,  unsupervised,  un- 
aided, and,  except  for  an  occasional  audit,  unchecked  state. 

Need  for  Logical  Allocation  of  Functions;   The  allocation 
of  functions  and  responsibilities  should  be  on  the  principle  of 
placing  together  all  activities  and  operations  that  can  most  con-^ 
veniently  and  economically  be  handled  together  because  of  similarity 
in  character,  in  subject  matter,  and  in  the  type  of  operating  staff 
required. 

In  conformity  with  this  orinciple  one  basis  for  assigning 
duties  is  to  set  uo  the  departments  along  "functional   lines.   But 
there  are  cases  where  the  "function"  does  not  serve  as  a  criterion 
as  well  as  does  the  tyoe  of  operation  and  the  kind  of  employe  needea 
for  the  handling  of  the  work.   And  there  is  no  object  m  bringing 
together  activities  merely  on  the  ground  of  common  purpose  wbere 
the  operations  carried  on  are  so  different  that  they  do  not  lena 
themselves  to  the  same  kind  of  direction. 


12 

So  far  as  practicable,  each  unit  should  be  sufficiently 
large  to  make  it  possible  to  secure  the  benefits  of  the  centraliza- 
tion of  all  work  of  one  kind,  or  of  similar  kinds,  in  one  place. 
This  leads  to  the  reduction  of  overhead  for  each  unit  of  cutout  to 
the  lowest  figure,  the  leveling  of  the  daily,  monthly,  and  seasonal 
loads,  the  combination  of  fractional  employments,  the  elimination 
of  lost  or  unproductive  time,  and  a  reduction  in  the  amount  of 
necessary  equipment  and  standby  facilities. 

Related  functions  are  now  widely  separated  among  dif- 
ferent agencies,  unrelated  functions  are  placed  together,  and  there 
is  much  overlapping.  \Por  example,  the  regulation  of  banks  is 
placed  in  the  same  office  with  auditing  of  local  and  state  govern- 
ment accounts  'to  v/hlch  it  is  unrelated,  while  t^wo  separate  agencies 
divide  the  work  of  auditing  state  accounts./  The  commissioner  of 
agriculture,  labor,  and  Industry,  under  various  titles,  is  respon- 
sible for  licensing  real  estate  brokers  and  agents,  enforcing  labor ^ 
laws,  inspecting  scales,  and  grading  farm  products.   Other  equally 
incongruous  examples  could  be  cited. 

Need  for  Suitable  Managing  Authorities;   Each  department, 
and  the  organization  as  a  whole,  should  be  provided  with  a  single 
managing  authority  or  directing  officer  qualified  for  the  adminis- 
trative tasks  involved  and  aided  by  adequate  cotinsel  and  organized 
facilities  to  assist  in  supervision.   When  there  is  justification 
for  the  designation  of  a  board  or  commission  as  the  authority,  pro- 
vision should  nevertheless  be  made  for  a  single  executive  to  direct 
the  work  of  the  unit  subject  to  the  policy  decisions  and  rules  of 
the  board. 

As  Indicated  by  the  list  in  Schedule  I  appended  to  this 
report,  there  is  v;lde  diversity  in  the  type  of  managing  authority. 
Entirely  too  many  straight  administrative  and  executive  responsi- 
bilities are  assigned  to  boards.   Boards  in  general  are  not  well 
suited  for  executive  action,  and  the  least  well  adapted  for  this 
type  of  resDonslbility  are  ex-offlcio  boards  where  the  members  are 
engrossed  in  other  duties.   Yet  many  such  boards  have  been  given 
administrative  duties, 

vathout  proper,  qualified  management,  no  enterprise  or 
state  agency  can  be  expected  to  operate  successfully.   Yet  this 
factor  has  been  given  little  attention  in  the  state  organization. 

The  form  of  managing  authority  for  state  agencies  is 
further  discussed  in  other  places  in  this  report. 

Need  for  Continuity  of  Operating  Policy:   There  ^ust  be 
continuity  of  operating  policy  and  management  withm  the  organiza- 
tion and  its  several  departments. 
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If  the  gains  and  lessons  of  each  monthand  year  in  per- 
fecting the  organization  and  the  internal  operating  policies  and 
procedures  are  not  made  cumulative,  greatly  excessive  costs  of 
government  will  result.   There  is  a  heavy  investment  in  the  staff 
of  any  going  enterprise  involved  in  the  training  and  experience 
that  it  has  secured  and  the  lessons  that  it  has  learned' from  its 
failiores  and  its  successes.   Upon  the  higher  officials  in  particular 
depends  the  responsibility  for  carrying  on  from  period  to  period.   A 
high  price  is  paid  when  adequate  provision  is  not  made  for  carrying 
over  acquired  knov/ledge  and  experience  for  future  guidance  and  bene- 
fit. 

History  furnishes  striking  proof  that  the  great  gains 
that  have  been  made  in  the  progress  of  civilization  have  been  real- 
ized, not  through  overturns  of  the  established  order  and  the  sudden 
establishment  of  perfected  forms  overnight,  but  rather  by  continuous 
small  improvements,  the  benefits  of  which  have  been  held  and  added 
to  from  year  to  year  and  from  generation  to  generation. 

There  is  more  recognition  in  Montana  of  the  need  for  con- 
tinuity than  there  is  in  many  of  the  states.   While  fev/  formal  de- 
vices except  some  overlapping  boards  have  been  set  up  to  assure  con- 
tinuity, the  tradition  and  practice  have  been  to  retain  trained  per- 
sonnel in  certain  Important  positions  regardless  of  changing  admin- 
istrations.  To  insure  the  continuation  and  extension  of  this  policy 
it  v/ould  be  desirable  to  establish  some  safeguards  such  as  are  sug- 
gested in  the  report  of  this  series  on  personnel  administration. 

Need  for  Competent  Personnel:   The  personnel  of  the  organi- 
zation obviously  must  be  chosen  on  the  basis  of  fitness  for  the  work 
to  be  done,  whether  it  is  of  supervisory,  technical,  or  routine 
character. 

The  best  plan  of  organization  structure  will  merely  pro- 
vide the  machinery  through  which  the  personal  efforts  of  those  who 
make  up  the  service  and  give  life  to  the  organization  can  be  given 
effect".   Only  through  capable  and  diligent  workers,  properly  di- 
rected, can  any  human  enterorise  be  effectively  and  economically 
conducted.   If  a  basis  and  method  of  selection  are  applied  that  will 
insure  the  appointment  of  the  best  qualified  executives  available  for 
the  various  suoervisory  posts,  the  levels  of  compensation  for  those 
posts  should  be  high  enough  to  attract,  hold,  and  reward  men  fde- 
quately  trained  and  sufficiently  capable  to  carry  the  responsibili- 
ties involved. 

There  is  no  evidence  of  widespread  incompetency  among  the 
state's  employes,  but  there  is  no  formal  safeguard  to  insure  that 
competent  employes  will  be  retained  or  that  new  appointees  will  De 
qualified.   Such  formal  provisions  are  suggested  in  the  report  ol 
this  series  on  personnel  administration. 


Need  for  Safeguards  Against  Arbitrary  Action;   Little  need 
be  said  here  about  the  need  for  safe.guards  against  arbitrary  action 
by  administrative  employes.   The  present  organization,  with  Its  em- 
phasis on  board  administration,  is  reasonably  effective  in  orovldlng 
such  safeguards.   The  simulated  fear  of  such  arbitrary  action  is 
frequently  used  by  opponents  of  efforts  to  secure  an  administrative 
organization  that  can  more  effectively  and  expeditiously  carry  out 
its  responsibilities.   This  problem  has  been  given  thorough  con- 
sideration in  connection  v;ith  the  proposed  organization  and  compre- 
hensive provisions  for  safeguards  have  been  included  in  the  plan. 

Some  General  Problems  of  Administrative  Organization; 

The  Problem  of  Change;   The  necessity  for  building  what- 
ever new  or  revised  plan  of  organization  is  adopted  upon  the  fo\anda- 
tions  of  the  existing  organization  make  an  "overnight''  transition 
to  the  new  organization  impracticable  and  raises  a  number  of  dif- 
ficult problems .   Some  of  these  problems  on  which  decisions  have  to 
be  made,  aside  from  such  detailed  questions  as  the  allocation  of 
individual  functions,  deserve  brief  discussion  here. 

Necessarily,  any  change  can  be  expected  to  meet  with  some 
opposition,  because  there  are  always  those  v/ho  are  so  reluctant  to 
give  up  anything  to  which  they  are  accustomed  for  anything  unfamiliar 
to  their  experience  that  they  will  simply  not  go  into  the  merits  of 
what  is  proposed.   This  type  of  "blind"  oppo^lon  often  can  be  met 
only  by  a  stronger  force  of  proponents. 

Other  problems  can  be  solved  by  more  logical  means.   Some 
of  the  m.ore  important  of  these  problems  relate  the  following  sub- 
jects; 

Constitutional  provisions  not  in  harmony  v/lth  the  desired 
organization. 


Terms  of  incumbent  officers.--''^ 

Corporate  povt/ers  of  certain  state  agencies. 

Form  and  selection  of  the  managing  authorities  of  state 
agencies. 

Election  of  state  administrative  officers. 
Ex-officio  boards. 

Necessity  for  federal  approval  of  changes  in  certain  de- 
partments. 

Transfer  of  employes,  records,  and  equipment. 

Influence  of  temporary  conditions  on  the  permanent  organi- 
zation. 
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Each  of  these  suhjects  is  discussed  in  turn  in  the  oara- 
graphs  that  follow. 

Effect  of  Constitutional  Provisions  on  Organization:   The 
constitution  provides  for  a  varied  array  of  state  officers  and  other 
agencies  in  the  executive  department.   These  may  be  listed  as  follows: 

Elected  officers: 

Governor 

Lieutenant  governor 

Attorney  general 

Secretary  of  state 

State  auditor 

State  treasurer 

Superintendent  of  public  instruction 

Appointed  administrative  officers: 

State  examiner 

Commissioner  (and  bureau)  of  agriculture,  labor, 
and  industry  -  permissive,  not  mandatory 

Boards  with  at  least  some  appointed  members: 

State  board  of  equalization 
State  board  of  education 

Ex-officio  boards: 

Board  of  examiners 

Board  of  state  prison  commissioners 

Board  of  pardons 

State  board  of  land  commissioners 

State  depository  board  -7 

Supervisory  board  (over  investments) 

It  is  interesting  to  note  that,  out  of  this  long  list, 
the  only  agencies  whose  functions  are  primarily  those  of  rendering 
service  to  the  public,  rather  than  administering  the  business, 
finances,  and  properties  of  the  state  or  serving  other  departments, 
are: 

Secretary  of  state  (in  part) 

Superintendent  of  public  instruction 

State  examiner  (statutory  functions  only) 

Commissioner  of  agriculture,  labor,  and  industry 

State  board  of  education 

State  board  of  prison  commissioners 

Board  of  pardons 
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Unless  constitutional  changes  are  to  be  made,  all  of  the 
agencies  established  by  the  constitution  must  be  continued,  thoxigh 
in  most  instances  the  legislative  assembly  has  v/ide  authority  to 
prescribe  their  duties.   In  only  a  fev/  cases  does  the  inability  to 
make  changes  constitute  a  serious  barrier  to  sound  organization, 
since  in  most  instances  comparable  agencies  v/ould  have  to  be  pro- 
vided under  any  suitable  plan  of  organization. 

In  the  cases  of  the  attorney  general,  the  secretary  of 
state,  the  state  treasurer,  and  the  superintendent  of  public  in- 
struction, the  constitutional  provisions  for  election  make  it  im- 
possible, without  constitutional  amendment,  to  secure  the  best  pos- 
sible organization.   There  is  no  real  advantage  from  any  administra- 
tive standpoint  nor  from  the  standpoint  of  insuring  effective  con- 
trol over  the    state  government  by  the  electorate  in  the  election  of 
any  of  these  officers.   Except  in  the  case  of  the  superintendent  of 
public  instruction,  however,  the  barrier  raised  to  sound  organiza- 
tion is  not  so  great  that  it  need  cause  any  \mdue  concern  if  it  is 
deemed  inadvisable  to  attempt  constitutional  amendments. 

A  soraev/hat  more  serious  situation  arises  because  of  the 
constitutional  provl^sTofrT'g^trihg  members  of  the  board  of  equali- 
zation to  devote  their  entire  time  to  the  duties  of  their  offices. 
Under  a  sounder  plan  of  organization  this  would  be  unnecessary  and 
much  of  the  salary  cost  could  be  saved.   A  constitutional  amendment,; 
as  discussed  in  detail  later,  is  needed  in  this  connection. 

In  the  discussion  of  the  proposed  organization  later  in 
this  report,  an  organization  plan  is  presented  in  su:miary  form 
based  on  the  assumption  that  all  the  constitutional  amendments  could 
be  secured  that  are  needed  to  remove  provisions  in  any  way  inter- 
fering ¥/ith  the  best  possible  organization.   But  it  is  clearly  to  be 
understood  that  the  authors  of  this  report  recognize  the  difficul- 
ties involved  in  sec\iring  such  amendments.   The  purpose  here  is  to 
present  the  plan  as  a  model  toward  v/hich  future  legislation  and 
constitutional  amendments  may  be  directed. 

The  plan  described  in  detail  later  in  this  report  is  a 
modification  of  the  model  plan.   In  this  proposed  plan,  which  is 
presented  as  a  suggested  basis  for  legislation  at  the  next  session 
of  the  legislative  assembly,  an  effort  has  been  made  to  exclude  all 
matters  requiring  constitutional  amendments  and  to  provide  only  for 
changes  that  can  be  made  by  statute.   The  subsequent  steps  necessary 
or  desirable  further  to  improve  the  organization  through  constitu- 
tional amendments  are  pointed  out  in  each  case. 

Terms  of  Incumbent  Officers;   Even  in  cases  where  there  la 
no  constitutional  question  invoivea  and  changes  can  be  made  oy 
statute,  a  problem  will  arise  in  many  instances  of  the  term  oi 
officers  who  have  been  appointed  for  definite  terms  and  whose  posi- 
tions would  be  eliminated  or  subjected  to  material  alteration  by  the 
suggested  changes. 
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For  example,  the  members  of  the  board  of  railroad  commis- 
sioners are  elected  for  six-year  terms.   It  might  be  considered  to 
be  unfair  to  them  as  individuals,  even  if  no  legal  barrier  existed, 
to  effect  any  change  that  v/ould  result  in  their  arbitrary  removal 
before  the  expiration  of  their  respective  terms.   Similar  situations 
will  be  found  in  other  cases. 

Where  this  situation  is  encountered,  three  solutions,  and 
several  other  modifications  of  these  three,  are  possible.   The  most 
satisfactory  of  these  solutions,  which  unfortunately  is  not  appli- 
cable in  all  cases.  Is  to  specify  in  the  statute  making  the  change 
that  the  incumbent  of  a  particular  office  at  the  time  the  statute 
goes  into  effect  shall  be  designated  to  such  other  specific  office 
as  is  most  nearly  comparable  to  the  office  he  holds,  for  the  re- 
mainder of  his  term.   This  v/ould  v/ork  perfectly  in  cases  where  an 
agency  only  is  given  a  new  name  and  assigned  some  additional  func- 
tions.  The  chief  administrative  officer  of  the  old  agency  could  be 
designated  to  fill  the  position,  by  v/hatever  title  it  is  called,  of 
head  of  the  new    agency.   \.'ith  some  modifications  this  same  solution 
can  be  used  in  other  instances.   But  wherever  it  is  used  it  should 
be  provided  that,  upon  the  expiration  of  the  term  of  the  incvmibent, 
or  a  vacancy  arising  from  any  other  cause,  the  office  should  be 
filled  in  accordance  with  the  nev/  provisions  for  selection. 

A  second  solution,  which  is  less  satisfactory,  but  which 
may  be  necessary  in  some  instances,  is  the  postponement  of  the  ef- 
fective date  of   legislation  transferring  the  functions  of  an 
agency  until  the  date   of  the  expiration  of  the  term  of  the  head. 

A  third  solution,  ?/hich  has  often  been  used  in  other 
states,  but  which  is  to  be  avoided  if  possible  in  any  case  where 
remunerative  offices  are  involved,  is  the  abolition  of  any  offices 
where  the  problem  arises  and  the  automatic  dismissal  thereby  of 
the  inciombents  regardless  of  the  terms  for  which  they  arc  serving. 
Such  a  solution  is  often  attacked  as  a  political  move,  rather  than 
a  sincere  effort  to  Improve  the  organization  structure. 

Corporate  Powers  of  Certain  State  Agencies;   The  corporate 
form  of  organization  in  which  some  agencies  of  the  state  government 
have  been  organized  presents  a  serious  problem.   A  state  agency 
created  v/ith  corporate  powers  may  usually  acquire  and  dispose  of 
property,  contract  debts,  and  sue  and  be  sued  in  its  own  name 
without  regard  to  any  other  authority  except  that  given  to  J-t  oy 
law,  and  without  regard  for  the  functions  and  fields  of  activity 
of  other  state  agencie'S.   It,  in  fact,  becomes  so  independent  ol 
the  authority  of  the  state  and  of  the  citizens  that  it  may,  and 
the  chances  are  about  even  that  It  will,  disregard  their  wishes. 
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The  state  water  conservation  board,  the  rural  electrifica- 
tion authority,  the  state  armory  hoard,  and,  in  varying;  degrees, 
other  agencies  have  been  given  these  powers,   //here  bonds  have  been 
issued  by  the  agencies,  their  corporate  status  may  have  to  be  re- 
tained until  the  bonds  are  retired.   But,  in  all  cases  v;here  bonds 
are  not  outstanding,  the  corporate  authority  of  these  agencies 
should  be  repealed.   It  not  only  is  one  of  the  most  serious  bar- 
riers to  the  establishment  of  a  simple  and  -unified  organization 
structure,  but  also  is  conducive  to  irresponsible  action  that  may   / 
damage  the  state's  credit  and  reputation.  J 

The  legality  of  bonds  Issued  by  these  independent  cor- 
porate agencies  positively  has  been  determined  by  the  courts,  but 
their  objectionable  features  from  the  standpoint  of  the  state  are 
in  no  way  decreased  by  their  legality.   The  bonds  referred  to  are 
specifically  not  general  obligations  of  the  state,  but  any  defaults 
on  them  will,  v/ithout  a  shadow  of  doubt,  reflect  unfavorably  on  the 
credit  and  good  name  of  the  state  and  on  the  market  for  its  general 
obligation  bonds. 

The  question  of  the  state's  credit  is  primarily  a  business 
question,  but  in  the  long  run  there  is  a  more  Important  objection  to 
this  corporate  feature.   Democratic  government  must  be  responsive  to 
the  will  of  the  people.   Any  devices,  such  as  that  under  discussion, 
which  have  as  their  purpose  or  effect  the  removal  of  agencies  of  the 
state  government  so  far  from  the  control  of  the  peoole  that  their 
will  can  be  ignored  with  impunity  are  umdemocratlc.   To  the  average 
man  the  constitution  reads  rather  clearly  that  the  state  cannot  In- 
cur Indebtedness  beyond  a  nominal  amount  without  a  vote  of  the 
people.   The  soundness  of  the  principle  behind  this  restriction  is 
not  open  to  question.   Any  device,  however  satisfactory  from  a 
legalistic  viewpoint,  that  lets  that  provision  of  the  constitution 
stand  but  nullifies  it  breaks  faith  v/ith  the  citizens  of  the  state 
and  should  be  abandoned. 

Form  and  Selection  of  the  Managing  Authorities  of  State 
Agencies:   The  problem  of  the  form,  and  method  of  selection,  of  the 
managing  authorities  of  state  agencies  has  already  been  m.entioned. 
This  problem  has  not  had  the  attention  it  deserves  by  reason  of 
Its  importance.   There  is  no  consistency  evident  In  the  form  of 
agency  head  or  in  the  methods  of  selection.   And  too  great  use  has 
been  made  of  boards  under  circumstances  where  boards  cannot  operate 
as  effectively  as  could  single  executives. 

It  has  been  clearly  demonstrated  and  is  generally  conceded 
that  administrative  functions  cannot  in  the  average  case  be  exer- 
cised with  continuing  effectiveness  by  boards.   Action  on  countless 
ietails,  Involving  Innumerable  personal  contacts  and  immediate  de- 
cisions, rather  than  grouo  judgment,  is  called  for  in  the  exercise 
5f  such  functions.   Doubts  as  to  authority  to  act,  unwillingness  to 
issume  responsibility,  the  need  for  consultation,  exolanation,  and 
iorapromise  -  all  these  -  slow  up  action.   On  the  other  hand,  it  is 
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desirable   that   certain  pollc3r-determlning  and  quasi- judicial   func- 
tions,   as   to  which  deliberation   and  an  expression  of   groun    judgment 
are  needed,   he   exercised  by  boards.      The   type   of  organization  pro- 
posed in   this   report   for   each  agency  takes   account  of   these  dis- 
tinctly different   types   of  f\inction3.      V/here   a   department  has   im- 
portant  policy-forming  functions  or   extensive   quasi- judicial  powers, 
it  is   proposed   that   a  board  be   available   to   exercise   these   fimctions. 
The  powers,    duties,    and  limitations   of   such  boards   ere   discussed  in 
detail  later   in   this   report. 

There   has   long  been  a  movement  on   the   part  of   groups   pri- 
marily interested   in  particular  activities,    and  frequently  uncon- 
cerned about    the   problems   of   state   administration  as   a  whole,    to 
secure   an   organization   "removed  from  politics."      All   too  frequently 
the  devices  used   to    accomplish   this   end   succeed  in  vestinr?;   control 
in  special    interests  which  function   just   as   objectionally  as   certain 
"political"    agencies   and   are    less   apt   to  be  responsive   to    the  will 
of  the   people.      Most   of   the  devices  utilized  are  mere   expedients 
with  no   sound  basis   for    the   assumption   that   they  will   accomplish 
the  desired  results.      Most   of   them  violate   the  fundamental   principles 
of  good   organization   and  management,    and   the   improved  conditions   that 
sometimes   result   are   as   often   as  not   attributable   to   the   public  de- 
mand for   improved  results,    as   evidenced  by   the   pressure   for   a  change 
in  organization,    as  by   the   actual   change    that   is  made   in  the  form  of 
the  managing  authority. 

One    such  device   sometimes  used  is   to  place   the   control  of 
the  department   in   the  hands   of  a  board  to  represent   a  number  of 
interests   or   points    of   view.      This   is  not   so   serious   if   the  board 
is  required   to   appoint   an   administrative  head  of   the   department   and 
is  itself  restricted   to    advisory,    quasi-legislative,    and  quasi- 
judicial   functions.      There   is,    however,    a   strong   tendency  under   this 
plan  for   the  board  and   even  its   individual  members,   v/ith  or  v/ithout 
statutory  authority,    to   Interfere   in  administrative   details. 

But   even  v/here    the  board  leaves   administrative  matters    to 
its   executive   officer,    the   plan  has   some  grave  disadvantages   in   that 
in  many   cases  neither   the   governor  nor    any  other  representative   of 
the  electorate   is   in   a   position   to   exercise   any  control   over   the 
policies   of   the   denartment.      The   evils   of  bureaucracy  are   likely  to 
follow.      One   by-product   of   such  bureaucracy  is  usually   extravagance^ 

Too   often   the   members   of  a  board  created  to   "remove   a  de- 
partment  from  politics"    are  prone   to   introduce   a   special  brand  of 
political  manipulation  and   considerations   of   special   privilege   in 
the   administration  of   the  department.      At    times   these  factors   and 
the  resulting  unwholesome   conditions   and  extravagances  become  more 
pronounced   than   they  would  be   if   the  department  v.-ere   one   of  "la^iy 
under   the   control   of   a  governor.      Furthermore,    the    safeguards    that 
are   set  up   to   "protect"    the  board  from  a  governor  make   it   ell   tne 
more   difficult    to   correct   these   conditions  when   they  develop. 
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It  Is  strange  that  it  generally  is  not  realized  that  If 
this  type  of  organization  were  desirable  for  one  department,  it 
would  be  desirable  for  nearly  all  departments.   Yet,  if  it  v/ere  ap- 
plied to  all  departments  there  would  be,  in  effect,  not  one  state 
government  but  many  separate  governments,  each  exercising  a  few 
limited  fimctions,  and  each  so  far  removed  from  the  wishes  of  the 
people  as  to  policy,  that  the  controls  of  a  democratic  system  of 
government  v/ould  be  lost  almost  entirely. 

viihile  the  importance  of  accomplishing  other  purposes  m^y 
justify  the  temporary  removal  of  certain  departments  as  far  as  pos- 
sible from  political  control,  at  least  the  use  of  such  devices 
should  be  restricted  closely.   Their  temporary  use  may  at  times 
be  justified  but  only  to  permit  the  building  up  of  a  tradition  of 
good  management  that  will  be  preserved  when  the  temporary  device 
is  removed. 

The  plan  of  requiring  the  confirmation  of  the  governor's 
appointments  by  the  senate  has  been  used  to  some  extent  in  Montana. 
The  extensiveness  of  use,  and  its  effectiveness,  vary  v/idely  from 
one  state  to  another.   In  some  states  it  operates  as  a  purely  per- 
functory gesture,  in  others  it  seems  to  curb  poor  appointments  by 
the  governor,  and  in  still  others  it  has  the  reverse  effect  of 
giving  state  senators  a  political  trading  point  v;ith  the  governor 
and  making  good  appointments  difficult.   No  recommendation  is  made 
in  this  report  with  reference  to  its  adoption  or  rejection  although 
the  authors  see  the  plan  as  one  ansv;er  to  the  argument  and  that  the 
chief  executive  should  not  have  too  free  a  hand.   There  seems  to  be 
no  consistent  evidence  to  show  v;hether  its  general  use  would  be 
beneficial  or  detrimental. 

There  is  another  device  that  can  be  applied,  if  desired, 
to  the  selection  of  department  heads  in  the  case  of  a  department  to 
which  a  board  is  attached.   In  such  case,  the  governor's  selection 
would  be  limited  to  a  list  of  candidates  certified  as  qualified  for 
the  position  by  the  board  attached  to  the  department.   This  is  not 
recommended  for  general  application  but  it  is  a  useful  compromise 
device  if  circumstances  are  such  that  there  is  strong  pressure  for 
appointment  of  a  department  head  by  the  board  instead  of  by  the 
governor. 

The  device  just  described  is  entirely  different  from  the 
device  now  used  in  the  cases  of  several  boards  whereby  the  governor 
is  restricted  in  his  appointraents  to  lists  submitted  by  private^^ 
organizations.   This  method  of  giving  private  organizations  the 
statutory  right  to  one  or  more  memberships  on  official  governmental 
bodies  is  repugnant  to  democratic  principles.   Such  members  are -~ 
indeed  unusual  individuals  if  they  act  in  the  nublic  interest  when 
that  interest  is  adverse  to  the  interest  of  the  members  of  the  or- 
ganization they  represent.   This  is  because  they  must  ^J^essarily 
feel  that  their  mission  is  to  represent  the  interests  of  the  org^ 
zation.   Even  the  same  persons  appointed  by  the  governor  without 
such  nomination  would  feel  under  far  more  obligation  to  act  only  in 
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the  general  public  Interest.  ^It_is  recommended,  without  any  reser- 
vations, that  all  statutory  recognition  of  private  orgahizations"  In 
gonneublomT-lth  any  matters  of  state  organization  be  rescinded. 

Ex -Officio  Boards;   In  cominon  with  a  number  of  the  western 
states,  and  to  a  lesser  degree,  some  states  in  other  sections, 
Montana  has  made  extensive  use  of  boards  v/ith  ex-officio  members. 
■v;'hile  this  device  does  serve  as  a  means  of  forcing  a  governor  to' 
keep  himself  advised  of  the  activities  of  various  agencies  headed 
by  boards  of  v/hich  he  is  a  member,  it  consumes  an  excessive  amount 
of  his  time  in  accomplishing  this  worthy  objective. 

As  to  the  other  members  of  such  boards,  there  is  seldom 
even  this  advantage.   They  are  selected  for  particular  jobs.   Under 
any  sound  plan  of  organization  they  should  be  fully  occupied  v/ith 
such  jobs.   The  diversion  of  their  time  and  energies  to  other, 
frequently  unrelated,  matters  can  only  result  in  that  much  neglect 
of  the  basic  responsibilities  of  their  original  oositions.   The 
duties  now  assigned  to  ex-officio  boards  should  be  assigned  directly 
to  the  agency  with  which  their  activities  are  associated  most 
closely,  and  the  boards  should  be  eliminated. 

There  is  possibly  one   exception  that  might  be  made  in 
this  connection.   The  board  of  canvassers,  established  by  statute, 
reviews  and  certifies  the  election  returns.   Since  this  duty  arises 
so  infrequently,  no  particular  purpose  would  be  served  by  the 
elimination  of  the  board.   Plowever,  other  equally  satisfactory  means 
are  available  for  insuring  the  accuracy  of  the  count  and  could  be 
adopted  if  desired. 

Federal  Approval  of  Changes  in  Certain  Departments;   Under 
various  federal  legislation  in  recent  years,  the  social  security 
board  and  the  children's  bureau  of  the  United  States  departm.ent  of 
labor  have  seized  control  of  many  matters  in  the  operation  of  cer- 
tain state  agencies  receiving  federal  aid.   Under  penalty  of  v/ith- 
drawal  of  aid,  they  require  that  matters  of  organization  and  proce- 
dure applicable  to"  unemployment  compensation,  various  forms  of 
public  assistance,  and  public  health  be  submitted  for  approval. 

These  federal  agencies  never  have  seen  fit  to  adopt  clear, 
definite,  or  precise  rules  governing  the  matters  over  which  they 
exercise  control.   Such  rules  as  have  been  adopted  are  too  vague 
for  practical  interoretation.   In  the  absence  of  adequate  rules, 
each  change  in  existing  organization  or  procedure  must  be  submitted 
by  the  department  head  whose  jurisdiction  over  the  particular  sub- 
ject matter  is  recognized  by  the  federal  agency  involved,  for 
specific  approval. 
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No  really  satisfactory  solution  of  the  oroblems  this 
introduces  can  be  offered.   It  is  suggested  that  nlans  be  decided 
upon  tentatively,  that  bills  be  drafted,  and  that  before  such  bills 
are  introduced,  those  features  on  which  federal  approval  is  re- 
quired be  submitted  for  such  approval.   If  this  cannot  be  secured, 
such  modifications  as  are  necessary  to  meet  federal  objections 
v/ill  have  to  be  made. 

Another  course  would  be  to  go  ahead  with  legislation, 
but  to  include  conditional  clauses  of  such  a  character  that  any 
provisions  on  v/hich  federal  approval  is  required  and  cannot  be 
secured  will  not  go  into  effect. 

Transfers  of  Employes,  Records,  and  Equipment:   The  re- 
organization  suggested  in  this  report  would  raise  the  problem  of 
the  disposition  to  be  made  of  employes,  records,  and  equipment  of 
an  agency  that  might  be  abolished  by  transfer  of  its  functions. 
Its  solution,  however,  is  not  difficult.   All  employes  and  property 
of  such  an  agency  should  be  transferred  along  with  the  activities 
on  which  they  are  employed.   In  cases  of  dispute,  some  one  agency 
should  be  authorized  specifically  to  decide  any  questions  Involved. 

After  the  transfer  is  made,  the  employes  would  be  employes 
of  the  new  agency  and  subject  to  the  authority  of  the  department 
head  In  the  same  way  as  if  they  originally  had  been  enployed  by 
that  agency.   If  the  transfers  permitted  reductions,  these  could 
be  made  at  will  by  the  department  head  under  existing  law. 

Danger  of  Letting  Temporary  Conditions  Control  the 
Permanent  Organization  Structure:   A  number  of  tried  and  oroved 
principles  of  organization  are  discussed  in  other  sections  of  this 
report.   They  are  principles  generally  accented  by  authorities  on 
the  subject  of  organization  for  effective  administration  as  guides 
that  should  determine  the  form  that  an  organization  should  take. 
All  too  often,  however,  strict  application  of  these  principles,  in 
any  particular  reorganization  project,  is  violated  because  of  con- 
siderations of  expediency  or  other  considerations  of  temporary  and 
essentially  transitory  character. 

It  is  recognized  that  there  may  be  need  on  occasion  for 
comoromising  with  princi-oles  for  the  sake  of  expediency,  as  by 
making  a  different"  disposition  of  some  office,  board,  anc"  function, 
than  strict  aoolication  of  the  soverning  principles  would 
dictate.      '  If  no  such  concession  were  made,  the  adoption  of 
any  effective  olan  at  all  might  be  made  difficult,  if  not  impos- 
sible, by  opoosition  to  one  or  more  of  its  details.   Combinations 
of  minorities  opposed  to  specific  items  in  any  plan  of  reorganiza- 
tion, might  build  up  a  majority  opposed  to  any  improvement  at  all. 
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But  there  is  seldora  a  valid  excuse  for  surrender  to 
Proposals  for  compromise  vvith  principle  merely  because  of  the  per- 
sonality and  ability  of  an  individual  official  who  holds  an  exist- 
.ng  office  for  the  time  being.   It  may  very  well  be  that,  in  a  given 
;ase,  a  particularly  strong  and  capable  administrator  will  be  found 
:o  have  the  situation  well  in  hand  with  respect  to  administration  of 
I  diverse  group  of  activities  under  his  control,  and  will  object  to 
laving  any  of  them  taken  away  from  him  in  the  Interests  of  more  ef- 
fective organization  at  some  futtire  time.   Or,  an  unusual  case  may 
)e  found  in  v/hich  a  board  of  congenial  or  unsually  capable  men  Is 
idmini staring  effectively,  for  the  time  being,  a  group  of  actlvl- 
;ies  that,  in  principle,  should  be  under  the  control  of  a  single 
.executive.   It  admittedly  is  difficult  to  overcome  the  argument 
ladG  in  these  cases  that,  since  the  activities  are  being  conducted 
;ffoctlvely,  no  change  should  be  made  that  offers  only  prospects 
)f  theoretical  advantages  to  be  offset  against  the  facts  of  satis- 
factory results  at  the  moment. 
I 

!         But  careful  consideration  v;ill  show  the  importance  of 
"ollowing  the  gmdance  of  principle.   The  good  results  from  the 
)ersonality  of  the  present  incumbent  are  but  temporary;  the  form 
)f  organization  is  intended  to  endure  for  a  long  time.   It  shotild 
lot  be  perpetuated  as  a  defective  arrangement  merely  because  its 
lefects  are  at  the  moment  being  largely  overcome  by  the  personal 
ibilities  of  an  office  holder  who  may  depart  from  the  scene  at  any 
;ime.   Moreover,  a  good  plan  will  offset  some  of  the  damage  a  poor 
idministrator  can  do  and  certainly  v»'ill  not  hinder  a  good  adminis- 
trator. 


'roposed  Plan  of  Organization  of  Departments; 

Types  of  Departments  Proposed;   In  the  plan  of  organization 
)utlined  later  in  this  report,  the  unit  of  organization  for  the  ad- 
ministration of  state  services  would  be  a  "department."  As  noted 
iarlier,  this  use  of  the  term  "department"  is  not  rholly  consistent 
'ith  the  use  of  the  same  word  for  the  designation  of  the  three 
lajor  branches  of  the  state  government.   But  its  use  is  suggested 
.n  spite  of  the  conflict  to  conform  to  accepted  practice. 

If  there  were  no  constitutional,  traditional,  political, 
)r  federal -agency  obstacles  to  overcome,  all  the  departments  estab- 
'.ished  logically  v/ould  be  made  to  conform  to  a  single  pattern, 
'.uch   pattern  would  be  exceedingly  simple.   Each  department  "f'ouia 
)e  headed  by  a  single  executive  officer  who  would  be  appointed  by 
:he  c^overnor  and  who  would  be  responsible  to  him  under  the  law  lor 
;he  administration  of  all  functions  assigned  to  the  department. 
iuch  divisions  or  other  subordinate  units  as  might  be  necessary 
.ould  be  established,  but  neither  the  head  of  these  or  ^^y  other 
employes  of  the  department  would  have  any  independent  authority 
instead  they  would  act  only  on  behalf  of  the  director  ^jd  in  his 
lame  or  that  of  the  department.   For  ease  of  reference,  this  type 
^.f  department  will  hereinafter  be  referred  to  as   Typo  A   aepart 
lent . 
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As  further  explained  later,  there  would  be  provision  for 

.ndependent  board  action  in  quasi-legislative  and  quasi-judicial 
latters  where  they  were  involved  in  the  operation  of  the  department, 
'here  would  be  several  such  boards  to  deal  with  broad  categories  of 
lubject  matter,  in  most  instances  covered  by  more  than  on  admlnis- 
;rative  department. 

It  would  be  entirely  feasible  to  set  up  many  of  the  de- 
(artments  in  conformity  v/ith  the  forep-oln/?  plan,  but  some  modiflca- 
;ions  and  alterations  will  be  necessary  in  several  of  them  to  meet 
iractical  difficulties. 

A  few  departments,  for  the  time  being  at  least,  will 
lave  to  be  of  a  different  type  in  that  they  are  headed  by  elected 
ifficers.   They  would  represent  a  different  type  of  department, 
•ef erred  to  later  as  "Type  B."   Such  departments  should  however 
onform  as  closely  as  possible,  in  all  other  respects  except  selec- 
:ion  of  the  head,  to  the  same  specifications  proposed  for  "Type  A" 
-apartments. 

In  the  case  of  the  education  department  later  discussed, 
.n  entirely  different  tyoe  of  organization,  called  herein  a  "Type  C" 
-.epartment,  is  suggested  as  about  the  only  practical  solution  to 
he  immediate  problem,  and  probably  to  the  long  range  oroblem  as 
ell.   In  this  department  the  board  of  education  v/ould  be  the  of- 
ficial head  of  the  departm.ent  and  there  would  be  tv/o  executive  of- 
'icers  under  the  board:   one  in  charge  of  the  institutions  of  higher 
ducation;  and  one  in  charge  of  elementary  and  secondary  education, 
'he  latter,  furthermore,  would  have  to  be  an  elective  officer  until 
constitutional  amendment  could  be  adopted. 

In  the  cases  of  several  other  departments, constitutional 
estrictions  would  necessitate  individual  adaptations  of  the  "Type 
"  department,  largely  in  the  nature  of  increased  authority  for  the 
cards.   These  adaptations  are  discussed  in  connection  v;i  th  the 
escrintlons  of  the  departments  affected,  but  the  group  is  referred 
o  herein  as  "Type  D." 

Authority  of  Head  of  Department;   The  assignment  of  au- 
hority  and  responsibilities  of  the  head  of  a  "Type  A"  department 
hould  cover  the  following  points  with  respect  to  the  department 
.e  heads: 

He  should  be  subject  to  the  control  of  the  governor  in  con-  ^^ 
formity  with  the  assignment  of  the  "supreme  executive  power 
to  the  governor  by  the  constitution. 
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except  where  there  is  a  spe 
to  a  board  of  the  department. 
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He  should  have  authority,  subject  to  the  limitations  of  ap- 
propriations and  allotments,  and  any  lav/  of  general  applica- 
tion, or  ap-olicable  federal  regulation  relating  to  personnel 
matters,  to  establish  positions  within  the  department  and 
make  appointments  thereto;  to  abolish  positions;  and  to  as- 
sign duties  to,  direct  and  control  the  v/ork  of,  and  transfer, 
promote,  demote,  remove,  and  otherv/ise  change  the  status  of, 
employes  of  the  department. 

He  should  have  authority,  subject  to  the  approval  of  the 
governor,  to  deter^iine  the  internal  organization  of  the 
department,  except  as  it  specifically  may  be- prescribed 
by  law. 

He  should  promulgate  regulations  to  govern  the  conduct  of 
the  v/ork  of  the  department;  and  v;here  they  are  called  for 
he  should  promulgate  rules,  subject  to  approval  by  the  ap- 
propriate board,  in  interpretation  of  laws  for  the  enforce- 
ment of  which  the  department  is  responsible. 

He  should  have  authority  to  administer  oaths  when  required 
by  law  or  v/hen  necessary  or  desirable  in  the  course  of  the 
business  of  the  department  and,  londer  like  circumstances, 
to  examine  witnesses  under  oath  with  regard  to  any  matter 
properly  the  subject  of  inquiry  by  the  department. 

Need  for  Boards;   Much  has  been  said  earlier  in  this  re- 
port about  excessive  use  of  boards  in  capacities  for  which  they  are 
poorly  adapted.   This  does  not  mean  that  there  is  not  a  legitimate 
need  and,  in  fact,  an  essential  need  for  certain  types  of  boards  in 
the  organization  of  the  state  government.   But  the  fields  in  v/hich 
such  boards  should  function  are  sharply  limited.   As  has  been  stated 
previously,  a  board  is  the  best  type  of  organization  where  delibera- 
tion is  more  important  than  prompt  action.   This  is  the  case  in  the 
formulation  of  important  policies,  in  the  consideration  of  appeals 
where  citizens  are  aggrieved  by  the  actions  of  administrative  em- 
ployes, and  in  the  investigation  of  administrative  actions. 

Certain  activities  of  the  state  are  of  such  import 
and  have  such  Influence  over  the  rights,  privileges,  and  actions 
of  citizens  as  to  call  frequently  for  deliberative  action  in  the 
formulation  of  policies   and  in  hearing  appeals. 

Of  course,  citizens  aggrieved  by  administrative  actions 
have  recoujr'se  to  the  courts,  but  the  cost,^  formality,  and  delay  of 
such  a  reco-urse  restricts  its  use  in  many  instances  v/here  the 
grievance  is  not  of  major  concern.   If  situations  are  likely  to 
arise  frequently  in  connection  with  the  operations  of  any  department 
where  appeals  are  sought  by  persons  affected,  some  recourse  short 
of  the  courts  should  be  orovided.   This  provision  should  be  such  as 
to  permit  a  citizen  to  avail  himself  of  it  without  the  necessity  of 
incxirring  legal  fees  or  other  costs,  and  under  such  circumstances 


26 


that  the  state  can  adjust  the  matter  v;ith  a  minimum  expenditure  of 
time  and  money.   Of  course,  no  such  provision  should  preclude  a  sub- 
sequent appeal  to  the  coiorts,  but  if  suitable  intermediate  provision 
is  made,  only  in  rare  instances  v/111  grievances  be  carried  to  the 
courts. 

The  proposed  plan,  therefore,  provides  for  several  boards 
to  exercise  quasi-legislative  and  quasi- judicial  functions  in  the 
fields  of  state  activity  where  there  is  need  for  such  provision. 
The  value  of  such  boards  lies  as  much  in  the  deterrent  effect  they 
can  be  expected  to  have  on  arbitrary  administration  actions  as  in 
the  correction  of  isolated  cases  of  arbitrary  action. 

Composition  of  Boards;   n'ith  reference  to  many  of  the  ap- 
pointive boards  nov;  existing  in  the  state  government,  there  are 
provisions  of  law  designed  to  secure  the  appointment  of  mem.bers  who 
are  engaged  in,  or  represent,  the  occuoatlons  or  groups  most  likely 
to  be  affected  by  any  rogiilation  or  activity  undertaken  by  the 
agency  with  which  such  boards  are  connected. 

Such  provisions  tend  to  overlook  the  principle  that  if 
the  state  government  is  to  conform  to  the  high  ideals  upon  which 
the  state  constitution  is  predicated,  the  purpose  of  government 
regulation  and  government  activity  in  general  must  be  the  protec- 
tion and  Improvement  of  the  welfare  of  the  citizenry  as  a  whole. 
Any  boards  engaged  in  policy  formulation  or  in  hearing  appeals 
should  be  primarily  representatives  of  the  viewpoint  of  the  general 
public  and"  not  of  special  interest  groups  who  stand  to  benefit  dis- 
proportionately by  government  activity.   This  does  not  mean  that 
board  members  should  be  ignorant  of,  or  unsympathetic  to,  the  prob- 
lens  of  special  groups  subject  to  state  regulation.   It  means  that 
where  special  private  interests  conflict  with  the  public  interest, 
the  composition  of  any  board  operating  in  the  name,  or  under  the 
authority,  of  the  state  should  be  such  that  the  public  interest 
will  bo  safeguarded. 

Yi/ith  these  factors  in  mind,  the  proposals  with  reference 
to  boards  attached  to  departments  contemplate  much  smaller  boards 
than  many  of  those  now  in  operation.   They  also  give  to  most  of  the 
boards  a  much  wider  field  of  activity  than  would  be  feasible  if  the 
boards  were  to  be  regarded  as  representative  of  certain  special 
interests  in  the  restricted  fields  with  which  such  interests  are 
concerned. 

Normally  such  boards  should  have  only  three  members.   In 
some  instances  as  many  as  five  members  would  not  be  objectionable, 
but  would  increase  the  expense  without  commensurate  benefit.   Board 
members  should  all  be  appointed  by  the  governor,  preferably  for  long 
terms  -  say  six  years  -"and  the  expirations  of  terms  should  be 
staggered  to  provide  a  maximum  of  continuity. 

Membership  on  any  board,  exceot  as  otherwise  expressly 
provided  should  be  specified  as  incompatible  with  the  holding  oi 
any  other  state  office  or  employment. 
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Authority  of  Boards;   The  powers  and  authority  of  the 
boards  proposed  are  not  to  he  confused  with  those  of  the  boards 
now  so  generally  heading  agencies  of  the  state  government.   The 
present  boards  are  mostly  what  are  known  as  "administrative  boards 
The  proposed  boards  are  advisory,  policy-determining,  and  appellate 
boards  only,  except  for  a  few  additional  specific  powers  of  indi- 
vidual boards  in  dealing  with  particular  matters. 


The  basic  difference  is  that  with  the  present  boards  all 
of  the  authority  of  the  agency  is  vested  in,  and  exercised  by,  or 
under  delegation  from,  the  board,  whereas,  under  the  proposed  plan, 
the  authority  of  the  boards  v/ould  be  limited  to  the  specific  respon- 
sibilities which  are  assigned  to  them  and  the  main  authority  would 
be  vested  by  law  in  an  administrative  officer  as  head  of  the  depart- 
ment.  It  cannot  be  emphasized  too  strongly  that  these  boards  v/ould 
have  no  authority  except  that  specifically  assigned  to  them.   There 
\vould  be  no  implied  pov\/ers  for  such  boards. 

In  the  cases  of  at  least  some  of  the  boards,  there  v;ill 
have  to  be  some  special  powers  and  duties  assigned  in  dealing  ^./ith 
the  particular  subject   matter  v/lth  which  they  are  individually 
concerned.   In  other  cases,  som.e  fiirther  restriction  of  the  general 
powers  contemplated  for  other  boards  will  have  to  be  applied, 
i/i/ith  these  reservations,  under  the  proposed  plan  the  power  and 
authority  of  each  of  the  boards  suggested  and  the  rights  of  the 
head  of  the  department  should  be  as  follows: 

No  board,  or  any  of  its  members,  should  have  any  authority 
except  when  sitting  in  an  official  meeting  v/ith  a  quorum 
present . 

No  member  of  a  board  should  have  any  authority,  except 
that  represented  by  his  vote  on  any  matter  before  the 
board,  and  except  in  the  administration  of  oaths  during 
a  meeting,  as  later  set  forth. 

No  rules  of  a  department,  interpreting  laws  that  the  depart- 
ment is  required  to  enforce  or  administer,  should  be  effec- 
tive xinless  and  -until  approved  by  the  board  for  that  depart- 
ment if  any  board  is  provided. 

The  board  should  have  no  authority  to  initiate  rules,  or  to 
amend  rules  presented  for  approval  by  the  head  of  the  de- 
partment, without  his  consent,  but  it  should  have  authority 
to  reject  such  rules  and  thereby  force  amendments  acceptable 
to  it. 

The  board  should  have  authority  to  hear  and  determine  appeals 
made  by  parties  at  interest,  from  any  acts  done,  or  decisions 
made,  by  the  head  of  the  department,  or  under  his  authority, 
v;ithin  such  limits  as  might  be  prescribed  in  the  case  of  any 
department. 
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The  board  should  be  required  to  determine  the  facts  and  make 
decisions  in  cases  brought  before  it  for  hearing  on  the  record 
or  by  the  head  of  the  department,  in  any  matter  involved  in 
the  conduct  of  the  business  of  the  department. 

The  decisions  of  the  board  on  any  of  the  matters  in  the  two 
preceding  items  should  be  final,  subject  to  all  rights  of 
action  and  judicial  review  provided  by  law. 

The  board  should  have  power,  on  its  own  motion,  subject  to  the 
financial  limitations  set  forth  below,  to  make  such  studies 
and  investigations  as  it  might  deem  necessary  to  the  formula- 
tion of  policies  or  to  determining  of  the  wisdom,  and  efficacy 
of  the  policies,  plans,  and  procedures  of  the  department  in 
effect  within  the  scope  of  the  functions  assigned  to  the  board. 

The  board  should  be  authorized  to  report  its  findings  and  recom- 
mendations to  the  governor,  to  the  head  of  the  department,  and 
to  the  legislative  assembly,  or  to  any  of  them,  as  it  might 
see  fit. 

Neither  the  board,  or  any  of  its  m.embers,  should  have  any  power 
to  prescribe  or  direct  the  conduct  of  any  v^ork  of  the  department, 
nor  the  action  of  the  head  of  the  department  or  of  any  sub- 
ordinate employe  thereof  in  any  matter  or  case. 

The  head  of  the  department  should  have  no  authority  or  control 
over  the  board. 

The  head  of  the  department  to  which  a  board  is  attached  should 
be  required  to  furnish  necessary  facilities  for  the  board  and 
to  designate  an  employe  of  the  department,  subject  to  the  ap- 
proval of  the  board,  to  serve  as  clerk  of  the  board  as  a  part 
of  his  regular  duties. 

In  connection  v/ith  any  hearing  or  investigation,  any  member  of 
a  board  would  be  empovvered  to  administer  oaths. 

Members  of  boards  should  be  entitled  to  necessary  traveling  ex- 
penses in  attending  meetings  and  if  authorized,  as  it  should 
be,  to  a  per  diem  fee  while  in  attendance  at  such  meetings, 
but  all  such  traveling  expenses  and  per  diem  fees  would  be 
conditional  upon  the  availability  of  appropriations  and  allot- 
ments. 

The  board  should  normally  secure  all  necessary  staff,  services, 
and  facilities  from  the  department  and,  within  available  funds, 
the  head  of  the  department' should  be  expected  to  make  such  serv- 
ices available.   Should  he  refuse  to  do   so  upon  demand,  the 
board  should  be  authorized  to  seek  s.  special  dlotment  to  provide  such 
services  for   itself.   In  so   doing,  itshoiild  follow   the  usual 
channels  ooen  to  deoartrnent  heads. 
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Suggested  Plans  for  the  Reorganization  of  the  Executive  Department; 

Basis  of  Plans  Presented:   In  line  with  the  principles 
outlined  earlier  In  this  report,  and  v;lth  a  view  to  correcting  de- 
fects in  the  organization  structure  of  the  executive  department, 
two  plans  of  reorganization  are  presented  here. 

The  first  plan  is  a  "model"'  plan  which  outlines  the  ar- 
rangement that  it  would  be  desirable  to  adopt  if  it  v/ere  possible 
to  ignore  all  the  constitutional  and  other  difficulties  in  the  way. 
It  is  intended  for  use  only  as  a  guide  for  future  legislation  and 
for  constitutional  amendments  needed  to  clear  the  way,  step  by  step, 
for  its  ultimate  adoption.   There  are  too  many  obstacles  to  permit 
its  Immediate  adoption. 

The  "model"  plan  does  not  offer  a  practical  solution  to 
the  immediate  problem  of  securing,  as  early  as  possible,  such  im- 
provements in  organization  as  are  feasible  in  the  face  of  the  ob- 
stacles that  have  to  be  overcome.   Consequently,  a  modification  of 
this  plan  is  recommended  for  consideration  at  this  time.   This  modi- 
fied plan,  which  is  also  termed  the  "immediate''  plan,  takes  account 
of  the  barriers  that  interfere  v/ith  the  adoption  of  the  model  plan. 
An  effort  has  been  made  in  this  plan  to  devise  practical  alternatives 
of  such  a  cliaracter  that  they  can  be  adopted  without  constitutional 
amendments .  . 

The  modified  or  immediate  plan  Is  described  and  explained 
in  detail,  agency  by  agency,  in  the  pages  that  follow.   In  connoc- 
tion  v/ith  the  description,  the  stops  that  must  eventually  be  taken 
to  bring  the  organization  into  conformity  v;lth  tho  model  plan  are 
indicated. 

It  is  recognized  that,  in  any  proposed  plan,  some  of  the 
functions  of  the  administrative  organization,  for  various  reasons, 
cannot  be  allocated  to  any  one  department  as  against  every  possible 
alternative  with  such  finality  as  to  preclude  successful  cliallenge. 
In  some  cases  there  is  little  or  no  preponderance  of  the  precedents 
and  arguments  for  a  particular  allocation  as  against  another  alloca- 
tion.  In  other  cases  tradition,  prejudice,  or  peculiar  local  condi- 
tions preclude  an  allocation  that  would  ordinarily  be  accepted  as 
sound.   In  still  other  cases  proposed  changes  are  not  feasible  of 
immediate  adoption  under  the  constitution  and  alternatives  must  be 
resorted  to  if  the  main  features  of  the  plan  as  a  whole  are  to  be 
adopted  without  undue  delay.   In  the  detailed  descriptions  of  pro- 
posed departments,  allocations  of  functions  that  do  not  fall  without 
question  into  any  one  department  are  so  Indicated,  and  alternative 
allocations  are  suggested. 

A  "Model"  Plan  for  the  Future  Adjainistrative  Organization: 
Since  eventually  it  would  be  desirable  to  transfer  the  orrices  of 
lieutenant  governor  and  state  auditor  to  the  legislative  department, 
as  previously  Indicated,  they  are  not  included  in  the  ^model  plan 
presented  here  for  the  executive  department.   Under  this  plan  tJiere 
would  be  the  following  agencies  in  the  executive  department: 
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Governor  (and  office  of  the  governor) 

Executive  cabinet 

Departments;  (I7  In  all) 

Department  of  state 

Department  of  law 

Department  of  finance 

Department  of  revenue 

Department  of  commercial  supervision 

Department  of  conservation  and  development 

Department  of  education 

Department  of  highways 

Department  of  labor 

Department  of  liquor  control 

Department  of  livestock  and  dairying 

Department  of  military  affairs 

Department  of  occupational  standards 

Department  of  public  health 

Department  of  public  safety 

Department  of  public  service 

Department  of  public  vifelfare 

Boards  attached  to  departments; 

Board  of  finance;  attached  to  department  of  finance; 
serving  also  department  of  revenue 

Board  of  planning  and  v;orks;  attached  to  department  of 
conservation  and  development;  serving  also  department 
of  highways 

Board  of  education;  attached  to  department  of  education 

Board  of  labor;  attached  to  department  of  labor 

Board  of  public  service;  attached  to  department  of  public 
service;  serving  also  department  of  liquor  control  and 
department  of  livestock  and  dairying 

Board  of  welfare  and  health;  attached  to  department  of 
public  v;elfare;  serving  also  department  of  public  health 
and  department  of  occupational  standards 

The  only  other  permanent  agencies  in  the  executive  depart- 
ment v;ould  be  a  pardon  board  and  possibly  some  such  agency  as  the 
board  of  canvassers.   Under  this  or  any  other  plan  it  would  be  ex- 
pected that,  if  occasion  arose,  special  temporary  agencies  outside 
of  these  departments  might  be  created  to  provide  for  transient  re- 
quirements .   As  an  example  of  the  type  of  agency  referred  to,  tne 
present  Montana  preparedness  and  advisory  commission  may  be  cirea. 
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Under  tills  plan  all  of  the  departments,  except  the  depart- 
ment of  education,  which  has  previously  been  described  as  "Type  C," 
should  be  of  the  type  described  earlier  as  "Type  A."  The  boards, 
except  the  pardon  board,  would  all  be  of  the  type  previously  described. 

There  is  considerable  room  for  variation  In  the  exact  scope 
of  the  responsibilities  to  be  assigned  to  the  several  departments 
proposed  and  it  would  be  possible  to  reduce  the  number  of  dopartmonts 
further  by  consolidations.   Or,  without  serious  divergence  from  the 
objectives  sought,  one  or  two  of  the  departments  suggested  might  each 
be  divided  into  tv/o  departments.   Furthermore,  the  names  suggested 
for  the  departments  hold  no  particular  magic,   '-^-'hey  could  be  modified 
as  desired.   These  matters  are  no  more  than  details  if  the  basic  plan 
is  adopted. 

The  suggested  scope  of  these  several  departments  will  bo 
apparent  from  the  descriptions  of  similarly  named  departments  in  tho 
modified  plan. 

An  Immediate  Plan  of  Administrative  Organization;   The  plan 
outlined  hero  and  described  in  detail  in  the  remainder  of  this  report 
is  intended  as  tho  plan  upon  which  action  should  be  sought  at  the 
next  session  of  tho  legislative  assembly.   This  provides  for  such 
modifications  of  the  "model"  plan  as  arc  necessary  to  permit  its 
enactment  by  statute.   Although  called  a  plan,  it  is,  in  reality, 
not  one  plan  but  several,  because  alternatives  are  suggested  as  to 
a  number  of  features.   However,  the  order  of  presentation  of  the 
alternatives  indicates  v;hat  might  be  called  the  "preferred"  choice 
out  of  the  various  choices  suggested  and  those  preferred  choices 
make  up  tho  preferred  plan. 

Some  name  would  be  desirable  by  which  all  of  the  executive 
branches  except  the  offices  of  lieutenant  governor  and  state  auditor 
could  be  designated.   The  term  "administrative  service"  is  suggested. 
As  thus  defined,  the  administrative  service  would  be  the  composite 
establisliment  over  which  the  governor  would  exercise  "the  supreme 
executive  power"  given  to  him  by  the  constitution.   This  authority 
should  extend  to  all  agencies  and  officers  in  the  administrative 
service,  regardless  of  the  method  of  selection. 

The  preferred  plan  of  organization  would  provide  for  the 
following  agencies  in  tho  executive  department: 
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Reference 
Numbor-::- 

1 
2 


I 


Agency 

Lieutenant  governor 

Office  of  the  state  auditor 

Administrative  service: 

Governor  (and  office  of  the  governor) 
Executive  cabinet 


Type  of 
Department-: 


Departments: 

:2o 

in  all) 

5 

Department 

of 

state 

B 

6 

Department 

of 

lav/ 

B 

7 

Department 

of 

the  treasury 

B 

8 

Department 

of 

finance 

A 

9 

Department 

of 

revenue 

D 

10 

Department 

of 

local  government  service 

A 

11 

Department 

of 

commercial  supervision 

A 

12 

Department 

of 

conservation 

D 

^ 

Department 

of 

education 

C 

Department 

of 

highways 

A 

^5 

Department 

of 

labor 

D 

16 

Department 

of 

liquor  control 

A 

a 

Department 

of 

livestock  and  dairying 

A 

Department 

of 

military  affairs 

A 

19 

Department 

of 

occupational  standards 

•iHi' 

20 

Department 

of 

public  health 

A 

21 

Department 

of 

public  safety 

A 

22 

Department 

of 

public  service 

A 

1^ 

Department 

of 

public  welfare 

D 

Department 

of 

public  works 

A 

Appointed  boar 

ds: 

9 

Board  of  e 

quail zation 

13 

State  boar 

d  of  education 

15 

Unemployme 

nt 

compensation  commission 

22,  11,  16, 

17     Board  of  publ 

ic  service 

,  25 

Board  of  welfare  and  health 

21;,  12,  li^ 

Board  of  planning  and  works 

19 

Miscellaneous 

examining  boards 

Ex-officio  boa 

rds 

• 
• 

7 

State  depo 

sltory  board 

7, 

Supervisory  board  (over  investments  J 

7,  8 

Board  of  examiners 

12 

State  board  of  land  commissioners 

25 

Board  of  s 

tate  prison  commissioners 

25 

Board  of  pardons 

25 

Board  of  s 

tatc  canvassers 

*Tho  reference  numbers  refer  to  the  numbered  sections  that  follow 
in  which  these  agencies  are  discussed.   The  typo  of  department 
refers  to  the  descriptions  previously  given  of  various  types  oi 
departments . 

■HDoes  not  fall  into  any  of  the  typos  described. 
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Vtoorc  more  than  one  reference  number  appears  In  the  fore- 
going tabulation  It  Indicates  that  a  board  is  to  serve  more  than  one 
department. 

In  the  nvimbered  sections  that  follow  each  of  the  foregoing 
departments  and  other  agencies  is  discussed  in  turn.   The  boards  are 
discussed  in  connection  with  the  departments  to  which  they  would  be 
attached  and  with  other  departments  they  would  serve. 

Where  the  primary  reasons  for  any  particular  suggested  con- 
solidation or  change  of  organization  are  those  stated  earlier  in  this 
report,  these  reasons  are  not  elaborated  upon  in  the  discussion  of 
the  proposed  plan.   ■%ere  other  conditions  or  circumstances,  peculiar 
to  the  particular  change  suggested,  are  of  importance,  they  are 
mentioned.   Thus  in  nearly  every  case  one  or  more  of  the  following 
reasons,  discussed  at  length  in  the  preceding  parts  of  this  report, 
are  to  be  assumed  in  connection  v/ith  each  suggestion: 

Reduction  in  the  number  of  agencies 

Adoption  of  the  most  suitable  typo  of  managing  authority 

Clarification  of  lines  of  authority  and  responsibility 

Bringing  together  of  activities  requiring  similar  skills, 
or  susceptible  to  interchange  of  staffs 

Giving  the  governor  authority  commensurate  v;ith  his  re- 
sponsibility. 

1.  Lieutenant  Governor; 

As  p?evlously  noted,  the  office  of  the  lieutenant  governor 
is  listed  by 'the  constitution  as  an  office  of  the  executive  depart- 
ment.  This  is  a  faulty  concept.   The  lieutenant  governor  as  the 
presiding  officer  of  the  senate  is  clearly  a  legislative  officer. 
Only  when  he  takes  the  governor's  place  is  he  acting  in  the  execu- 
tive department  and  then  he  does  so  as  acting  governor,  or  by  ac- 
tually taking  the  office  of  governor.   Under  neither  of  the  latter 
circumstances  is  he  acting  in  his  capacity  r>f   lieutenant  governor. 
These  are  the  only  two  functions  the  lieutenant  governor  has. 

No  change  is  specifically  recommended  as  to  the  office  of 
lieutenant  governor,  except  its  transfer  to  the  legislative  depart- 
ment, though  some  question  might  be  raised  as  to  the  need  for  the 
office.   Some  35  of  the  I4.8  states  elect  a  lieutenant  governor,  but 
the  others  do  not  find  the  office  necessary  and,  so  far  as  is  knov/n, 
there  is  no  strong  sentiment  in  favor  of  creating  such  an  office  in 
the  states  where  it  does  not  exist. 

The  prevailing  practice  in  most  of  the  states  that  do  not 
&lect  a  lieutenant  governor  is  for  the  senate  to  select  its  own 
president  v/ho  succeeds  to  the  office  of  governor  in  the  absence, 
disability,  or  death  of  the  governor.   This  exactly  parallels  the 
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procedure  in  Montana  If  both  the  governor  and  lieutenant  governor 
are  abst-nt  or  otherwise  unable  to  serve. 

Consideration  might  v;ell  be  given  to  the  amendment  of  the 
constitution  to  do  away  with  expensive  and  cumbersome  procedure  of 
electing  a  lieutenant  governor  to  guard  against  the  contingency  that 
the  office  of  governor  v/ill  become  vacant.   This  a.  tuation  has  arisen 
only  once  in  the  history  of  the  state  except  for  temporary  absences 
of  the  governor.   On  that  one  occasion  the  governor  resigned  to  ac- 
cept appointment  to  the  United  States  Senate.   The  subsequent  death 
of  the  lieutenant  governor,  then  serving  as  governor,  caused  the 
olcvation  of  the  president  pro  tem  of  the  senate  to  the  office  of 
governor . 

2.  Office  of  the  State  Auditor; 

Place  of  the  State  Auditor  in  the  State  Organization;   As 
indicated  earlier  in  this  report,  the  office  of  the  state  auditor 
under  the  proposed  plan  properly  belongs  in  the  legislative  depart- 
ment, but  because  of  the  constitutional  provisions  establishing  the 
office,  it  must  be  treated  as  in  the  executive  department.   However, 
it  is  excluded  from  the  "administrative  service"  defined  earlier  in 
this  report.   It  v;ould  not  be  svibject  to  the  jurisdiction  of  the 
governor  under  the  proposed  organization. 

Both  the  place  of  the  state  auditor  in  the  proposed  or- 
ganization and  his  functions  are  discussed  somewhat  In  detail  in 
the  report  of  this  series  dealing  v/lth  the  financial  administration. 

Outline  of  Plan  as  to  Office  of  the  State  Auditor;   In 
brief,  the  proposed  plan  may  be  outlined  as  follov/s: 

Proposed  Head: 

State  auditor,  elected  as  provided  by  the  constitution. 

Proposed  Functions; 

To  audit  the  accounts  of  all  agencies  and  the  general  accounts 
of  the  state,  but  not  those  of  local  governments  and  local 
government  offices  except  as  to  the  accountability  for  money 
of  the  state. 

To  investigate  the  means  provided  for  accounting  for,  control- 
ling, and  insuring  the  safe  custody  of  all  moneys  and  other 
property  charged  to  or  held  in  the  custody  of  any  agency. 

To  audit  the  statements  of  financial  condition  and  operations 
of  the  state  government,-  to  examine  the  estimates  of  resources 
available  for  aporopriation  and  the  estimates  of  receipts,  as 
prepared  for  inciuslon  In  each  biennial  budget  report; _ and  to 
certify  in  writing  the  results  of  such  audits  and  examinatloas 
with  such  comments  as  the  auditor  may  deem  necessary  for  the 
information  and  guidance  of  the  legislative  assembly. 
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To  lay  the  facts  in  writing,  without  delay,  before  the  gover- 
nor, each  memher  of  the  proposed  audit  committee  of  the  legis- 
lative assembly,  and  the  proposed  director  of  finance,  if  at 
any  time  the  office  should  discover  any  unauthorized,  illegal, 
or  otherv/ise  unsafe  handling  or  expenditure  of  state  moneys, 
or  other  improper  practice  of  financial  administration,  or 
evidence  that  any  such  handling,  expenditure,  or  practice  is 
contemplated;  or,  if  during  the  conduct  of  any  audit  or  in- 
vestigation, it  Is  obstructed  in  the  performance  of  its  duties. 

To  report  the  facts  in  writing  to  each  member  of  the  proposed 
audit  committee  of  the  legislative  assembly  and  to  request 
that  such  committee  provide  for  and  conduct  a  hearing  in  case 
the  state  auditor  deems  it  necessary  in  connection  with  any 
audit  or  investigation  to  obtain  the  testimony  of  witnesses 
under  oath. 

To  assist  the  proposed  audit  committee  of  the  legislative  as- 
sembly at  hearings  conducted  by  such  committee  and  to  co- 
operate with  and  assist  the  committee  in  preparing  its  re- 
port to  the  legislative  assembly. 

Proposed  Transfers  of  Functions;   The  functions  listed 
above  v/ould  involve  the  transfer  to  the  office  of  state  auditor  of 
respoasibility  for  making  postaudits  of  state  accounts  now  assigned 
to  the  state  accountant  and  the  state  examiner.   In  the  latter  case 
a  constitutional  amendment  would  be  required  to  relieve  the  state 
examiner  of  responsibility  for  the  audit  of  the  accounts  of  the 
state  treasurer  and  the  supremo  court  clerk.   Until  such  time  as 
the  constitution  can  be  amended  the  state  auditor's  responsibilities 
for  audits  of  those  two  offices  should  duplicate  that  of  the  state 
examiner. 

Under  the  proposed  assignment  of  functions  to  the  state 
auditor,  he  should  be  relieved  of  all  duties  and  responsibilities 
ror  the  day  to  day  conduct  of  the  state's  business.   This  would  in- 
volve the  transfer  to  other  agencies,  as  specified  in  other  parts 
of  this  report,  of  all  functions  and  duties  now  assigned  to  the 
state  auditor  by  existing  statutes.   This  would  include  all  ox- 
officio  duties  assigned  to  the  state  auditor  and  all  ex-officio 
memberships  on  boards,  except  possibly  the  board  of  state  canvassers. 
Constitutional  amendments  would  be  required  to  relieve  the  auditor 
of  membership  on  the  follov/lng  boards: 

State  depository  board 
Board  of  pardons 

Such  amendments  should  be  adopted,  but  the  plan  should 
not  be  delayed  pending  their  adoption. 

3'  Governor: 

No  change  is  proposed  in  the  office  of  governor  as  such. 
However,  the  proposed  reductions  in  the  number  of  departments  and 
changes  in  their  organization  would  permit  a  closer  contact  betwe6>n 


56 

the  governor,  as  the  chief  executive,  and  the  various  departments. 
Under  the  proposed  plan,  the  governor  would  he  relieved  of  all  ex- 
offlcio  raemberships  on  boards  and  commissions,  except  possibly  the 
board  of  state  canvassers.   Also,  through  the  administrative  council 
and  the  executive  deputy,  hereinafter  described,  he  would  be  greatly 
aided  both  in  the  planning  and  the  executing  of  administrative  poli- 
cies and  in  the  supervision  of  state  activities. 

It  is  proposed  that  the  "supremo  executive  power"  assigaod 
to  the  governor  by  the  constitution  be  implemented  by  suitable  leg- 
islative enactments  clarifying  the  fact  that  no  other  legislation 
iias  the  effect  of  curtailing  this  power. 

1;.  Executive  Cabinet; 

Composition;   The  executive  cabinet  would  be  made  up  of 
the  heads  of  all  of  the  departments.   Its  chairman  v/ould  be  the 
governor  and  an  officer  known  as  the  executive  deputy  v^ould  act  as 
its  secretary. 

Comments  and  Statement  of  Functions;   Responsibility  for 
many  of  the  affairs  and  problems  of  state  government  cannot  be  al- 
located clearly  to  any  one  department  even  under  a  simple  plan  of 
departmental  organization  that  recognizes  logical,  functional  divi- 
sions.  Many  questions  of  policy  and  administration  involve  the 
operations  of  several  departments  and  others  relate  to  the  interests 
of  them  all  and  to  the  state  as  a  whole.   On  those  problems  that  re- 
late to  the  work  of  more  than  one  department  there  should  be  oppor- 
tunity for  discussion  by  all  the  department  heads  who  are,  or  may 
be,  concerned  and  for  the  planning  of  joint  action  in  v;hich  all 
interests  will  be  represented.   The  governor,  as  chief  administra- 
tor, should  have  the  advice  of  his  principal  aides  -  the  heads  of 
the  state's  major  departments  -  on  these  problems  that  are  of 
general,  rather  than  departmental,  concern. 

The  membership  of  the  cabinet  should  Include  the  head  of 
each  administrative  department  or,  v;here  the  official  head  is  a 
board,  the  executive  officer.   In  the  case  of  the  proposed  depart- 
ment of  education  both  the  superintendent  of  public  instruction  and 
the  head  of  the  greater  university  should  be  members.   The  governrr 
should  be  the  chairman. 

The  council  should  meet  regularly  to  consider  matters  of 
inter department  relations  and  general  administrative  policies  and 
procedures,  and  such  subjects  as  the  governor  may  submit  to  it  ^r 
as  its  members  may  raise. 

Through  brief  but  regular  reports,  rendered  at  the  begin- 
ning of  each  council  meeting,  the  several  department  heads  should 
be  kept  informed  with  resoect  to  the  financial  condition  and  finan- 
cial Droblems  of  the  state  and  thus  be  encouraged  and  enabled  to 
take  'a  broader  viewpoint  than  that  of  their  individual  departments. 
They  should  also  be  given  an  opportunity  to  present  to  the  council 
particular  difficulties  that  they  have  to  overcome  and  to  raise 
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questions  of  relationships  v/ith  other  departments  that  call  for  ad- 
justment In  the  Interests  of  a  smoother  operation  of  the  whole 
machinery  of  the  state  government.   Each  department  head  should 
have  an  opportunity  to  describe  any  difficulties  that  he  is  facing 
and  also  the  manner  in  vifhich  the  problems  of  his  department  relate 
to  those  of  others  and  to  the  state  government  as  a  whole. 

As  closely  related  to  such  questions  of  coordination,  the 
council  should  undertake  to  solve  questions  involving  the  allocation 
of  responsibility  for  action  in  matters  that  do  not  relate  clearly 
and  specifically  to  any  one  agency,  but  that  need  attention.  All 
too  often,  matters  of  this  kind  fall  betv/eon  two  stools,  as  it  wore, 
and  are  neglected.   The  adrainl strati ve  council  could  set  up  standing 
committees  or  preferably  cloanging  sub-commlttecs  from  time  to  time 
to  deal  with  special  questions.   This  would  obviate  the  necessity 
for  creating  ex-officio  boards  and  mixed  commissions  v/hich  once 
started  are  seldom  discontinued. 

The  council  should  have  a  permanent  employed  secretary, 
not  a  member,  who  would  serve  as  the  cabinet's  executive  officer 
and  also  as  an  administrative  assistant  to  the  governor.   The  title 
"executive  deputy"  would  be  suitable  for  this  position,  which  should 
be  considered  of  rank  equivalent  to  that  of  the  head  of  a  major 
department. 

A  serious  problem  of  our  form  of  government  is  the  bridg- 
ing of  the  gap  between  adtninistrations  v/hen  frequently  there  is  al- 
most a  complete  turnover  in  department  heads.   This  difficulty  is 
not  so  great  in  Montana  as  in  many  states,  because  the  practice  of 
dismissing  all  department  heads  of  the  previous  administration  does 
not  prevail.   Furthermore,  the  need  for  continuity  in  administration 
has  been  recognized  and  partly  met  through  the  retention  over  ex- 
tended periods  and  through  changing  administrations  of  such  officers 
as  the  state  accountant,  the  clerk  of  the  board  of  examiners,  and 
the  secretary  to  the  governor.   The  last  example  is  almost  linique 
aciong  the  states.   It  lias  established  a  precedent  that  should  be 
encouraged  and  fostered  in  every  way  possible. 

Relying  on  the  same  type  of  precedent,  the  position  of 
executive  deputy  should  be  permanent  and  cliangcs  should  not  be  made 
vdth  changes  in  the  administration.   Therein  would  lie  much  of  its 
value.   The  executive  deputy  should  in  a  measure  bridge  the  gap 
between  succeeding  administrations,  provide  at  least  some  degree 
of  continuity  in  the  general  business  policies  and  operating  pro- 
grams of  the  state,  and  render  invaluable  aid  to  an  incoming  gover- 
nor and  cabinet  in  acquainting  then  with  past  action  in  such  matters 
cind  the  reasons  therefor  and  in  informing  them  of  the  status  ol 
various  projects.   The  office  should  be  considered  as  administra- 
tive in  character  and  as  entirely  outside  the  realm  of  political 
policy.   The  executive  deputy  should  bo  governed  by  the  policies 
of  the  political  leaders  in  power  and  deal  only  with  the  processes 
involved  in  carrying  thorn  out.   Should  the  office  become  involved 
in  political  controversies  it  would  by  this  fact  lose  all  the  value 
that  it  might  otherwise  have.   It  coTild  serve  successfully  only  in 
connection  with  purely  "business"  and  "operating  problems. 
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Any  number  of  special  business  problems  of  the  state  are 
now  badly  neglected  or  assigned  to  officers  v/ho  should  bo  fully 
occupied  with  their  regular  duties.   The  executive  deputy  could 
well  handle  in  person,  or  arrange  for  the  proper  care  by  others, 
of  any  such  special  questions  and  tasks,  to  the  great  advantage 'of 
the  state.   He  could  also  take  care  of  many  unclassified  items  of 
state  business  that  now  find  their  way  to  the  governor's  office  but 
that  are  of  an  entirely  different  character  from  the  work  that  the 
secretarial  staff  of  that  office  is  equipped  to  handle. 

3.  Department  of  State; 

Proposed  Head: 

Secretary  of  state,  elected  as  provided  by  the  constitution. 

Proposed  Functions: 

Functions  now  assigned  to: 

Secretary  of  state 

Except;   Ex-officio  board  memberships  assigned  by 
statute . 

State  board  of  voting  machine  commissioners 

Type  of  Department; 

Type  B 

Proposed  Transfers  of  Fimctions;   This  department  would 
be  a  continuation  of  the  office  of  the  secretary  of  state  under  a 
more  appropriate  name.   None  of  the  proposed  functions  would  require 
board  action. 

It  is  proposed  that  the  functions  of  the  state  board  of 
voting  machine  commissioners,  which  is  an  unimportant  agency  seldom 
called  upon  to  meet,  be  transferred  to  the  proposed  department  of 
state  and  that  the  board  be  discontinued.   This  board  is  established 
by  statute  and  is  just  one  more  board  with  little  to  do. 

As  an  optional  transfer,   the  board  of  state  canvassers 
might  be  abolished  and  its  functions  transferred  to  the  proposed 
department  of  state.   Safeguards  similar  to  those  offered  by  the 
action  of  the  board  could  be  provided  through  the  requirement  that 
the  tabulation  and  certification  be  made  in  public  at  an  announced 
time  or  in  the  presence  of  two  or  more  of  the  elected  officers  and 
attested  by  them. 

Method  of  Selection  of  the  Secretary  of  State;   The  secre- 
tary of  state  serves  ex  officio  on  several  Doaras . TE  is  proposod 
elsewhere  in  this  report  that  each  of  these  boards,  except  tne 
toard  of  pardons  either  be  abolished  or  that  its  composition  toe 
ciranged  to  eliminate  all  ex-officio  memberships.   Some  of  these 
boards  are  provided  for  by  the  constitution  and  will  have  to  oe 
continued  until  such  time  as  the  constitution  can  be  amended. 
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Aside  from  the  duties  imposed  upon  the  boards  of  v/hlch  he 
is  a  member,  the  duties  of  the  secretary  of  state  are  largely  of  a 
ministerial  character.   They  Involve  little  discretionary  power  and 
almost  no  responsibility  for  important  matters  of  state  policy. 
Election  is  an  expensive  and  inefficient  method  of. selection  of  ad- 
ministrative officers.   Consequently,  unless  wide  discretion  in 
policy  determination  affecting  major  matters  of  stato-wldc  concern 
is  vested  in  an  administrative  officer,  or  unless  the  office  is  part 
of  a  system  of  checks  and  balances,  there  is  no  adequate  justifica- 
tion for  election  as  a  means  of  filling  the  office.   Since  the  of- 
fice of  secretary  of  state,  as  such,  involves  none  of  these  impor- 
tant responsibilities,  it  is  recommended  that  the  constitution  be 
amended  to  provide  for  filling  the  office  by  appointment  of  the 
governor.  ~  — 

Such  a  plan  is  not  without  precedent  since  the  secretary 
of  state  is  appointed  by  the  governor  in  New  York,  New  Jersey,  Penn- 
sylvania, Delav/arc,  Maryland,  Virginia,  and  Texas. 

6.  Department  of  Lav;; 
Proposed  Head: 

Attorney  general,  elected  as  provided  by  the  constitution. 
Proposed  Functions: 

Functions  now  assigned  to; 
Attorney  general 

Except:   Enforcement  duties  with  reference  to  certain 
legislation  forbidding  price  discrimination. 

Legal  staffs  of  such  other  agencies  as  maintain  their  ovm 
legal  staffs. 

Type  of  Department: 

Type  B 

Proposed  Transfers  of  Functions:   This  department  would  bo 
a  continuation  of  the  office  of  the  attorney  general  under  a  more 
appropriate  name.   It  is  proposed  elsewhere  that  other  provision  be 
made  for  the  functions  or  membership  of  the  numerous  boards  of  v;hlch 
the  attorney  general  is  a  member,  ex  officio.   It  is  not  necessary 
for  the  attorney  general  to  be  a  member  of  these  boards  in  order  to 
give  them  legal  advice. 

The  attorney  general  now  lias  the  responsibility  for  cn- 
forceiuent  of  certain  legislation  relating  to  price  discrimination 
(RCM  1090[^  et  seq.;  ROM  1^195-1  et  sea-)  which  is  closely  related  to 
v'ork  now  carried  on  by  the  Lion  tana  trade  commission.  Except  as  t^ 
actual  prosecution  of  court  cases,  the  responsibility  lor  tnis 
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jnforccmcnt  should  be  merged  with  the  v/ork  of  the  present  trade  com- 
mission in  the  proposed  department  of  public  service. 

Several  state  agencies  nov/  employ  their  own  legal  staffs, 
v/ith  or  without  specific  statutory  authority.   As  is  more  fully  dis- 
cussed in  the  report  of  this  scries  on  the  office  of  the  attorney 
general,  there  is  danger  in  having  responsibility  for  giving  legal 
advice  dispersed  among  various  agencies.   All  official  legal  serv- 
ices for  state  departments  and  agencies  should  be  furnished  directly 
by  the  attorney  general.   The  necessary  transfers  to  accomplish  this 
should  bo  made . 

None  of  the  functions  of  the  proposed  department  would  be 
such  as  to  require  board  action. 

Method  of  Selection  of  Attorney  General;   Under  the  pro- 
visions of  the  constitution,  the  attorney  general  is  an  elected  offi- 
cer.  However,  except  as  he  may  be  called  upon  as  a  member  of  various 
boards  to  make  decisions  affecting  matters  of  state  policy,  the  at- 
torney general's  duties  are  a.drainistrative,  rather  tlian  policy  deter- 
mining. 

There  are  two  distinct  theories  as  to  the  purpose  of  the 
office  of  the  attorney  general.   One  of  these  theories  holds  that  the 
attorney  general  should  be  independently  elected  as  a  legal  "watch- 
dog," primarily  to  see  that  other  state  officials  comply  with  the 
law  and  to  prosecute  any  digressions.   The  other  holds  that  the  at- 
torney general  should  be  priinarily  the  legal  adviser  and  general 
counsel  for  the  various  state  officers.   The  latter  theory  seems  to 
be  the  more  valid  and  useful  interpretation.   Under  it  the  attorney 
general  should  be  appointed  by  the  governor. 

The  strongest  precedent  for  appointment  of  the  attorney 
general  as  an  aide  to  the  chief  executive  is  found  in  the  status  of 
the  United  States  attorney  general  as  an  appointee  of  the  president 
and  a  member  of  his  cabinet.   Several  states  also  provide  for  ap- 
pointmsnt  of  the  attorney  general  by  the  governor.   It  is_rec_^nmend- 
ed  tha.t  the  constitution  be  amended  to  provide  for  a,;point£[ien'r~iJI- 
ste^d  of  election  of  the  attorney  general. 

7.  Department  of  the  Treasury; 
Proposed  Head; 

State  treasurer,  elected  as  provided  by  the  constitution. 
Proposed  Boards; 

State  depository  board,  as  provided  by  the  constitution. 
Supervisory  board  (over  investments) 
Board  of  finance  (i.  e.  board  of  examiners)  in  the 
approval  of  investments. 


Proposed  Functions: 

Functions  now  assigned  to: 
State  treasurer 

Except:   Ex-officlo  board  Tneraberships;  stationery, 
printing,  paper,  fuel,  light,  etc.,  assigned  by 
Article  V,  section  50,  of  the  constitution;  and 
such  obsolete  functions  as  receiving  and  preserv- 
ing an  inventory  list  of  legislative  property. 

State  depository  board  in  so  far  as  permissible  under 
the  constitution. 

State  board  of  land  commissioners  and  department  of  state 
lands  and  investments,  in  so  far  as  they  relate  to  in- 
vestment of  public  moneys. 

The  teachers'  retirement  system  of  the  state  of  Ilontana, 
and  the  retirement  board,  thereof,  in  so  far  as  they  re- 
late to  investment  of  moneys  of  the  retirement  system. 

•  Industrial  accident  board,  in  so  far  as  they  relate  to 
the  investment  of  moneys  under  the  jurisdiction  of  the 
board. 

All  other  agencies  of  the  state  government  in  so  far  as 
they  relate  to  the  custody,  investment,  safekeeping,  or 
disbursement  of  moneys  for  v;hich  the  state  is  responsible, 
or  to  the  custody  of  investments. 

Type  of  Department: 

Type  B 

Proposed  Transfers  of  Functions:   The  proposed  department 
would  be  a  continuation  of  the  present  office  of  the  state  treasurer 
with  added  duties  in  investment^iiatters  and  also  in  the  custody  and 
disbursement  of  certain  funds  where  exceptions  have  been  made,  under 
ill-advised  1-.  gislation,  placing  custody  in  other  agencies. 

There  should  be  but  one  investment  agency  for  all  state 
funds  v.'hich  are  either  the  property  of,  or  the  responsibility  of, 
the  state.   It  is  needless  duplication  for  more  tlia.n  one  agency  to 
spend  the  time  to  keeu  informed  as  to  the  suitability  of  investments, 
yields,  prevailing  market  trends,  and  other  essential  matters  txhat 
must  be  taken  into  account  in  securing  the  maximum  yiela  consistent 
v/ith  the  security  required. 

V/hile  the  technical  work  of  investment  should  be  handled 
by  a  single  officer,  there  should  be  approval  of  all  such  invest- 
:ncnts  by  some  deliberative  body  and  it  is  recommended  that  this  be 
proposed. 
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It  is,  therefore,  suggested  that  all  investment  functions 
of  other  agencies  be  transferred  to  the  proposed  department  of  the 
treasury. 

Boards  Serving  the  Department:   The  state  depository 
board  is  established  by  the  constitiition  and  given  jurisdiction  over 
the  "selection  of  state  depositories.   Until  such  time  as  the  consti- 
tution can  be  amended  to  discontinue  this  board,  it  will  have  to 
serve  to  the  extent  specified  in  the  constitution.   Kov/ever,  such 
additional  duties  as  are  assigned  to  the  board  by  statute  should  be 
transferred  to  the  proposed  department  of  the  treasury,   ^t  such 
time  as  the  constitution  can  be  amended  the  responsibility  for  se- 
l^trtt^Ti  of   depositories  should  be  transferred  to  the  proposed  depoit- 
ment'pf  the  treasury.   In  connection  v/ith  such  transfer,  the  proposed 
board  of  finance  should  be  given  authority  to  specify  the  policy  of 
selection  and  all  selections  and  all  security  posted  should  be  sub- 
ject to  its  approval. 

The  constitutional  provision  making  the  justices  of  the 
supremo  court  a  supervisory  board  over  investments  is  discussed  in 
conjunction  with  the  judicial  departmenTI   Until  such  time  as  it  can 
be  abolished,  it  -would  continue  to  exercise  supervision  over  invest- 
ments, all  of  which  v/ould  be  made  by  the  department  of  the  treasury 
under  the  proioosed  plan  of  organization.   Upon  the  amendment  of  the 
constitution  to  eliminate  this  board,  the  full  responsibility  for 
supervision  of  investments  would  automatically  fall  upon  the  board 
of  finance  if  the  statutory  provisions  suggested  arc  enacted  now. 

The  proposed  board  of  finance,  which  until  the  constitu- 
tion is  amended  would  be  the  board  of  examiners,  should  be  respon- 
sible for  establishing  the  investment  policies  of  the  state  and 
should  approve  all  proposed  investments  made  by  the  department  of 
the  treasury.   This  and  matters  in  conjunction  with  state  deposi- 
tories would  be  the  only  activities  of  the  department  of  the  treas- 
ury calling  for  board  action.   With  the  discontinuation  of  the  state 
depository  board  and  the  suoervisory  board  over  investments,  the 
board  of  finance  would  be  left  as  the  one  board  serving  this  depart- 
ment. 

Alternative  Proposal  riequiring  Constitutional  Amendr-ientsV 
If  it  seems  feasible  to  amend  the  constitution  to  eliminate  the  or- 
fice  of  treasurer  as  an  elective  office,  it  vrould  be  desirable  to 
dispense  entirely  with  the  suggested  department  of  the  treasury  anc 
to  assign  its  functions  to  the  proposed  department  of  revenue. 

That  department  would  collect  substantially  all  state 
moneys  and  full  safe^ards  would  be  provided  to  insure  its  deposit 
in  the  treasury.   No  loss  of  safety  would  result  if  the  controls 
that  would  be  reouired  an^nvay  were  extended  to  cover  the  custody  of 
such  money  and  its  disbursement  on  proper  warrant.   The  consolida- 
tion of  the  treasury  with  the  department  of  revenue  would  S^^^yy 
simplify  the  handling  of  moneys.   The  investment  functions,  which  it 
is  proposed  be  transferred  to  the  department  of  the  treasury,  could 
likewise  be  handled  just  as  satisfactorily  by  the  proposed  depart- 
ment of  revenue  if  other  treasury  functions  were  assigned  to  it:. 


1^3 

Aside  from  tradition,  there  seems  to  be  no  particular 
reason  for  electing  the  state  treasurer  as  a  separate  officer.  Pre- 
sumably, there  was  originally  some  thought  that  a  separate  elected 
officer  would  serve  as  part  of  a  system  of  "checks  and  balances." 
But  the  treasurer  has  been  given  almost  no  discretionary  powers  and 
he  has  no  occasion  or  facilities  to  question  any  warrant  "that  comes 
to  him  for  pa^oiient,  provided  it  bears  the  proper  signatures.   Since 
the  system  of  control  and  audit  proposed  in  this  report  and  the  re- 
port of  this  series  on  financial  administration  would  provide  ade- 
quate safeguards,  the  continuation  of  the  office  of  treasurer  as  a 
separate  elected  office  is  unnecessary. 

8.  Department  of  Finance; 

Proposed  Head: 

Director  of  finance,  appointed  by  the  governor. 

Proposed  Board: 

Board  of  finance,  with  the  board  of  examiners  serving  in 
that  capacity  until  such  time  as  the  constitution  may  be 
amended  to  eliminate  the  board  of  examiners  in  its  pres- 
ent form. 

Proposed  Functions: 

The  proposed  functions  would  include  a  nimbor  of  functions 
not  now  assigned  to,  or  carried  out  by  any  existing  agency, 
and  other  functions  now  theoretically  carried  on  by  sub- 
stantially all  state  agencies.   Reference  is  made  here  to 
the  reports  of  this  series  on  financial  administration  and 
personnel  administration  for  complete  explanations  of 
these.   In  s\jmmary,  the  proposed  department  would  deal  with 
the  subjects  of: 

General  management  of  the  state's  finances. 

Budget  making  and  budget  control. 

Pre-audit  of  expenditures  and  current  audit  of 

revenues  and  receipts. 
Accounting  and  fiscal  reporting. 
Pur  cl'ia  sing. 
Property  control. 
Central  office  services  for  all  departments  to 

the  extent  needed. 
Personnel  administration. 

To  the  extent  that  these  functions  are  now  being  performed 
(except  where  by  individual  agencies  for  themselves  onlyj 
they  would  be  transferred  from,  and  include  the  functions 
now  exercised  by,  the  following  officers  and  agencies: 
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state  accountant 

E;ccept:   Post-audit 

State  auditor 

Except:   Those  assigned  to  the  auditor  in  his 
ex-officio  capacities. 

State  purchasing  department 

Board  of  examiners  to  the  extent  assigned  by  statute 

Except"   Supervision  and  control  of  state  insti- 
tutions including  the  state  tuberculosis  sani- 
tarium. 

Furnishing  "board 

State  insurance  commission 

Custodian  of  the  capitol 

commissioner  of  agriculture,  labor   and  industry  in  the 
cSSiody  of  the  unused  fair  property 

Merit  system  council 


Type  of  Department: 
Type   A 


i.'    v.„,      Thp   nroDOsed   transfers 
Pro^sed_IrH2sfers_.oO:Hn^^  state  £ur- 

of  functioiTri?3irn^^lIlIirM^^|S^^^  are 

chasing  department,    and  to   ^f^^/J^ff  3e^Iei-S^fl^aTIa:^r^dHinlS- 
ii^l^5ed1^IT3Tl:H  the   report   of   this    seri  ^^^^^3   ^^   the  board 
tration.      The   effect   of   this  Proposal   o^^^^  ^  to   the   new  depart- 
of  examiners   and  the   relationships   of   the  boar 
■ment  are   discussed  later. 

The    furnishing  b.o_ard,   "^'1f  °^ectIon'Sitrqua?te?s   and 
board  of   examiHi7iTT5^r-f?^^^S^°55,i^3^°Sd  be    transferred  outright 
equipment   for   state   agencies.      ^h^J  |^° 
to  the   proposed  department   of  tmance 

^„„io    only  v;ith  insurance 

The    state    insurance  £°SSi^li§S^^etion  of   the   proposed 
carried  by'the-itrte-r-ThiTTs   a  P^^Pj^^^^^^red   to  it.      The   state 
department   of  finance   and   should  be    transie  ^^^^   certain  li^J-^^^ 

auditor  as    c£iwssion_crjrfj:ns^:r^o   e^  o^  These   should 

duties  by   statute   in  FonnecTion  witn  s  ^^  finance, 

also  be    transferred   to   the   proposed  depar. 


Iplan.   It  would  be  In  line  with  this  assignment  to  transfer  also 
|the  responsibility  for  care  and  maintenance  of  these  quarters  and 
I  other  functions  of  the  custodian  of  the  capitol  to  the  department. 
iThis  is  suggested  as  the  preferred  plan.   An  alternative  would  be 
Ito  transfer  to  the  department  of  finance  only  those  functions  of 
the  custodian  with  reference  to  mail  service  and  property  control. 
If  this  is  done,  the  remaining  functions  of  the  custodian  should  be 
'transferred  to  the  proposed  department  of  public  works. 

The  commissioner  of  agriculture,  labor,  and  industry  has 
been  left  with  the  custody  oT"  the  state  fair  property  which  was 
formerly  operated  under  the  jurisdiction  of  that  office.   As  sur- 
plus property,  it  should  be  placed  under  the  jurisdiction  of  the 
department  of  finance  for  sale  and  necessary  care  pending  such  sale. 

The  merit  system  council  is  not  established  by  law.   As 
soon  as  the  proposed  personnel  work  can  be  brought  to  a  standard 
acceptable  to  the  federal  authorities,  the  work  of  the  council 
should  be  merged  with  that  of  the  proposed  department  of  finance. 

Board  of  the  Department:   The  board  of  examiners  would  be 
attached  to  and  serve  as  the  board  for  the  department  of  finance. 
It  could  do  this  in  the  name  of  the  board  of  examiners  or  as  a 
board  of  finance.   In  addition  to  the  duties  of  boards  of  depart- 
ments as  stated  earlier  in  this  report,  the  board  would  continue  to 
exercise  the  powers  and  perform  the  duties  assigned  to  it  by  the 
constitution.  / 

Under  the  general  grant  of  powers  to  boards  of  depart- 
ments, the  board  v;ould  specifically  approve  rules  of  the  depart- 
ment; pass  upon  appeals  resulting  from  rejections  of  claims,  from 
actions  of  the  director  in  making  allotments,  or  from  actions  on 
personnel  matters;  and  might,  if  it  is  desired,  be.  required  to  hold 
hearings  on,  and  approve,  the  proposed  budget  before  submission  to 
the  governor. 

The  board  would  serve  also  as  the  board  for  the  proposed 
department  of  the  treasury  in  connection  v/ith  Investments  of  state 
funds . 

Additional  Changes  Requiring  Constitutional  Ajnendmcnts ; 
It  is  proposed,  at  such  time  as  the  constitution  can  bo  amended, 
that  the  board  of  examiners  be  discontinued  and  that  an  appointed^ 
board  replace  it  as  the  board  of  finance.  At  such  time,  the  con- 
stitutional assignment  of  functions  to  the  board  should  be  with- 
drawn leaving  responsibility  resting  on  the  department  of  finance 
and  not  on  the  board  for  these  duties. 

It  is  suggested  in  connection  with  the  proposed  depart- 
ment of  the  treasury  and  the  proposed  department  of  revenue  that 
the  board  of  finance  take  over  necessary  board  functions  ol  tne 
state  depository  board  and  the  state  board  of  equalization  when 
the  constitution  can  be  amended  to  permit.   This  would  result  in 
the  board  of  finance  serving  these  two  departments  as  well  as  tne 
department  of  finance. 

If  constitutional  reauirem.ents  could  be  ^^"^^itT <^Tr^^rT- 
sjate  examner,  it  would  be  desirable  to  merge  the  Proposed  depart 
i5iHt"-6flocal^  government  service  with  either  the  department  o.  li  ^ 
nance  or  the  department  of  revenue.  _/ 
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).   Department  of  Revenue; 

'roposed  Head: 

Director  of  revenue,  to  be  chairman  of  the  board  of  equaliza- 
tion appointed  by  the  governor  as  provided  In  the  constitution. 

Proposed  Board: 

Board  of  equalization,  as  provided  by  the  constitution. 
Proposed  Asalgnmcnt  of  Functions: 

Functions  now  assigned  to: 

Board  of  equalization,  to  the  extent  permissible  under 
the  constitution. 

Secretary  of  state  In  the  licensing  of  railroad  ticket 
agents. 

Oil  conservation  board  in  the  collection  of  the  oil 
producer's  privilege  and  license  tax. 

All  state  agencies  in  the  collection  of  moneys  due  the 
state  and  in  the  issuance  of  licenses,  with  the  excep- 
tions and  qualifications  stated  below. 

Type  of  Department: 

Type  D 

Proposed  Transfers  of  Functions;   The  proposed  department 
of  revenue  would  be  a  continuation  of  the  organization  now  designated 
as  the  "board  of  equalization,"  with  some  additional  functions  and 
v/ith  a  change  In  organization  as  discussed  later. 

Under  the  new  organization,  such  of  the  fvmctlons  of  the 
board  of  equalization  as  are  assigned  by  statute,  should  be  trans- 
ferred from  the  board  to  the  proposed  department,  but,  of  course, 
the  statutes  implementing  the  provisions  of  the  constitution  which 
assign  functions  to  the  board  should  be  left  undisturbed  unless 
constitutional  amendments  arc  adopted  as  later  discussed. 

The  secretary  of  state  is  assigned  the  almost  obsolete 
duty  of  licensTHgl-TiTFoi^d  ticket  agents.   This  function  should  be 
transferred  outright  to  the  proposed  department  of  revenue,  or  the 
statute  repealed. 

The  oil  conservation  board  collects  an  oil ^producer's 

privilege  and  license  taT: SinST^tHe  board  of  equalization  collects 

oil  producers  license  taxes  from  the  same  taxpayers,  the  responsi- 
bility for  collection  of  both  types  of  taxes  should  be  transferred 
outright  to  the  proposed  department  of  revenue.   Even  if  no  general 
•changes  in  organization  are  made,  the  consolidation  of  collection 
of  these  tv/o  taxes  should  be  effected. 
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The  outright  transfer  of  the  collection  of  certain  other 
moneys  might  also  "be  practicable,  but  because  of  various  circum- 
stances, it  is  suggested  that  these  transfers  be  hedged  with  certain 
limitations  to  avoid  possible  complications  that  might  not  be  fore- 
seen until  operations  began  under  the  new  plan.   It  is,  therefore, 
proposed  that  the  department  of  revenue  be  given  jurisdiction  over 
the  collection  of  all  moneys  due  the  state,  but  that  provision  be 
made  for  administrative  action  in  "farming  out"  to  the  operating 
departments  the  collection  of  any  individual  types  of  revenues  or 
receipts  that  such  departments  can  collect  more  effectively  or  more 
cheaply.   Such  a  plan  would  have  the  advantage  of  giving  the  depart- 
ment of  revenue  control  over  procedures  in  the  collection  of  revenues 
to  insure  the  maintenance  of  adequate  safeguards. 

The  device  by  which  it  is  suggested  that  this  situation  be 
met  is  the  transfer  to  the  proposed  department  of  revenue  of  primary 
responsibility  for  the  collection  of  all  revenues  and  receipts  due 
the  state,  but  to  authorize  the  department,  by  rule  adopted  Kinder 
the  plan  outlined  earlier  in  this  report,  to  delegate  to  other  de- 
partments such  details  of  administration  of  any  law  providing  for 
collection  of  any  tax  or  other  charge  as  can  best  be  handled  in  con- 
nection with  the  operations  of  such  other  departments.  As  stated, 
any  such  delegation  should  bo  under  the  general  control  and  super- 
vision of  the  department  of  revenue. 

In  connection  with  the  proposed  transfer  of  the  issuance 
of  all  licenses  to  the  department  of  revenue,  the  same  authority  to 
delegate  the  work  to  other  departments  should  be  included.  Also 
there  should  be  a  restriction  that,  whenever  any  license  is  issued 
in  conjunction  with  regulatory  activities  of  any  department,  the 
department  of  revenue  should  be  forbidden  to  issue  the  license  with- 
out the  prior  approval  of  the  department  responsible  for  regulation. 
Since  most  such  licenses  are  renewable  at  a  given  time,  this  require- 
ment could  ordinarily  be  met  by  the  certiflcationjDf  JLlsts  of  exist- 
ing licenses  eligible  for  renewal. 

If  considered  necessary,  the  licenses  issued  by  the  oc- 
cupational examining  boards  and  any  other  agencies  dealing  with 
specialized  groups  of  licensees  could  be  entirely  excluded  from 
the  proposed  transfer. 

One  of  the  primary  objectives  of  the  consolidation  of  the   , 
issuance  of  licenses  in  one  agency  is  to  help  clear  up  the  very  con- 
fusing situation  whereby  a  single  licensee  may  have  to  secure  several 
different  licenses  from  different  state  agencies.   The  centralization^ 
of  license  issuance  would  only  partly  solve  this  problem.  As  an  ad- 
ditional device  to  simplify  the  operation  it  is  suggested  that  tne 
department  of  revenue  be  authorized  by  statute  to  consolidate  on  one 
licsjise  certificate  any  separate  licenses  issued  to  the  same  licen- 
see.  This  would  not  affect  the  financial  structure,  or  in  any  way 
disrupt  any  arrangements  whereby  the  cost  of  certain^ regulatory 
activities  is  offset  by  charges  in  connection  with  licenses.   Alter 
this  plan  has  been  in  effect  for  a  time,  it  might  be  feasible  ac- 
tually to  consolidate  certain  requirements  for  licenses  on  the  basis 
of  statistical  analyses  of  the  combinations  customarily  Issued  to 
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the  same  licensees.   This  should  be  undertaken  as  an  entirely  sepa- 
rate matter,  hov/ever. 

Under  the  proposed  plan  charges  should  be  made  for  collec- 
tion against  any  special  funds  to  which  license  fees,  or  other  reve- 
jnuei^bllected  by  the  department  of  revenue  accrue.   Such  transfers 
should  be  made,  not  as  appropriations  to  the  department  of  revenue, 
Mhich  v/ould  unduly  complicate  its  financial  transactions,  but  rather 
as  transfers  to  the  general  fund  to  offset  expenditures  from  that 
fund  T)y  the  department  of  revenue  or  any  other  departments  rendering 
services  to  the  activities  financed  from  the  special  fund. 

Organization  of  the  Department;   The  organization  of  the 
proposed  department  of  revenue  is  directly  affected  by  several  sec- 
tions of  the  constitution  providing  for  the  state  board  of  equaliza- 
tion and  Its  duties.   The  membership  of  the  board  is  fixed  by  the 
constitution  which  further  provides  that  "each  member  shall  devote 
his  entire  time  to  the  duties  of  the  office."  The  board  is  required 
by  the  constitution  to  "adjust  and  equalize  the  valuation  of  taxable 
property,"  "supervise  and  review  the  acts  of  county  assessors  and 
county  boards  of  equalization,"  and  do  other  things  necessary  to  se- 
cure fair,  just  and  equitable  valuations.   Another  section  directs 
the  board  to  assess  railroad  properties  and  apportion  the  assessments 
among  the  counties.   Tho  board  is  also  authorized  to  levy  a  special 
tax  on  livestock.   Tho  constitution  fortunately  permits  the  assign- 
ment to  the  board,  by  lav;,  of  other  duties  "relating  to  taxation." 

In  accordance  v/-ith  the  general  recommendations  as  to  the 
form  of  managing  authority  for  departments,  it  is  urged  that  pro- 
vision be  made  for  a  single  executive  to  head  the  department f  Al- 
though it  may  be  regarded  as  a  makeshift  arrangement  to  comply  with 
the  constitutional  provisions,  it  is  suggested  that  this  be  accom-i 
plisheHHsy  amendment  of  the  statutes  to  provide  for  naming  of  the  / 
chairman  of  the  board  by  the  governor  and  the  designation  of  the  / 
chairman  as  director  of  revenue  and  head  of  the  department.   ^ 

The  board  would  necessarily  be  continued  in  its  present 
form,  but  the  proposed  plan  contemplates  that  the  board  v/ill  have 
no  administrative  responsibilities  except  as  to  the  duties  set  forth 
in  the  constitution.   In  matters  other  than  those  assigned  by  the 
constitution,  the  board  would  serve  in  the  same  capacity  as  the 
boards  which  it  is  proposed  be  attached  to  other  departments.   One 
of  its  most  important  duties  in  this  respect  would  be  to  hear  appeals 
on  tax  matters  where  a  taxpayer  was  dissatisfied  with  the  actions  of 
administrative  employes  in  assessing  taxes  or  in  taking  steps  to  ef- 
fect collection. 

In  order  to  permit  the  board  to  carry  out  the  duties  as- 
signed by  the  constitution,  all  administrative  employes  engaged  In 
responsible  capacities  in  connection  with  those  specific  duties 
should  be  appointed  by  the  chairman  with  the  approval  of  the  otner 
Doard  members.   All  other  c 
pointed  by  the  chairman  wi' 


board  members.   All  other  employes- pf  the  department  should  be  ap- 

without  the  necessity  of  such  approval. 
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This  plan  v/ould  necessarily  leave  the  two  board  members, 

other  than  the  chairman,  v;ith  only  part  of  their  time  occupied.  The 
remainder  of  such  time  might  well  be  used  in  supervising  the  v.'ork  of 
county  assessors  and  attempting  to  improve  the  quality  of  assessments. 

The  proposed  plan  would  seem  to  fall  wholly  within  the  in- 
tent of  the  constitution,  since  the  board  is  required  to  "perform 
such  other  duties  relating  to  taxation  as  may  be  prescribed  by  law." 
The  only  possible  legal  difficulty  would  seem  to  lie  in  the  designa- 
tion of  the  chairman  of  the  board  as  "director  of  revenue."   If  this 
designation  would  seem  to  introduce  any  problem  it  could  be  omitted 
and  the  cliairman  of  the  board  could  be  assigned  the  duties  of  head 
of  the  department  v^ithout  other  designation  as  to  title. 

Proposals  Involving  Constitutional  Amendments;   At  such 
time  as  amendment  of  the  constitution  is  feasible,  it  is  suggested 
that  the  state  board  of  equalization  be  abolished  as  such  and  that 
such  of  its  duties  as  require  board  action  be  transferred  to  the 
proposed  board  of  finance.   This  would  not  be  feasible  lonless  the 
board  of  examiners  is  also  abolished  in  accordance  with  the  plan  set 
forth  elsewhere  in  this  report  for  the  establishment  of  an  appointed 
board  of  finance. 

Yfnen   these  steps  are  taken,  the  whole  department  of  reve- 
nue should  be  headed  by  a  director  of  revenue  appointed  by  the  gov- 
ernor.  The  board  of  finance  would  then  have  only  the  duties  of 
hearing  appeals,  approving  rules,  and  performing  such  other  duties 
as  are  required  of  all  boards. 

10.  Department  of  Local  Government  Service; 
Proposed  Head; 

State  examiner,  appointed  as  provided  by  the  constitution. 
Proposed  Functions: 

Functions  nov/  assigned  to: 

State  examiner,  insofar  as  they  relate  to  local  govern- 
ments, but  not  those  assigned  as  superintendent  of  banks, 
ex  officio,  or  those  relating  to  audits  of  accounts^ of 
state  agencies,  except  as  provided  by  the  constitui^ion. 

In  addition,  it  is  proposed  that  additional  functions  and 
powers  be  assigned  with  reference  to  supervision  of  local 
government  finances  and  technical  assistance  to  sucn 
local  governments  as  set  forth  in  the  report  of  this 
series  on  financial  administration. 

Type  of  Department: 
Type  A 
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Proposed  Transfers  of  Functions;   This  department  would  be 
a  continuation  of  the  office  of  the  state  examiner  in  so  far  as  it  is 
concerned  v/ith  local  governments.   Enlarged  responsibilities  in  this 
field  are  contemplated  imder  recommendations  in  the  report  of  this 
series  on  financial  administration. 

It  is  proposed  that  the  functions  of  the  state  examiner 
with  reference  to  the  audit  of  the  accounts  of  state  agencies  be 
transferred  to  the  state  auditor.   Most  of  this  transfer  could  be 
effected  by  statutory  changes,  but  the  constitution  v/ould  have  to 
be  amended  to  complete  the  transfer  with  reference  to  the  audit  of 
the  accounts  of  the  state  treasurer  and  of  the  supreme  court  clerk. 

Under  the  proposed  plan  the  designation  of  the  state 
examiner  as  superintendent  of  banks  would  have  to  be  repealed.   It 
is  suggested  that  the  functiTons  of  the  superintendent  of  banks  bo 
transferred  to  the  proposed  department  of  commercial  supervision. 
No  functions  requiring  board  action  v/ouT^  be  included  in  the  depart- 
ment. 

Alternative  Proposal  Involving  Constitutional  Amendment; 
Careful  consideration  should  be  given  to  possibility  of  repealing 
the  whole  section  of  the  constitution  establishing  the  office  of 
state  examiner  in  lieu  of  amending  it  to  eliminate  the  provisions 
for  audit  of  the  accounts  of  the  state  treasurer  and  the  supremo 
court  clerk.   If  this  v/ere  done,  it  might  be  desirable  to  discon- 
tinue the  suggested  department  of  local  government  service  a^  a 
separate  department  and  to  transfer  its  f -unctions  to  cither  the 
proposed  department  of  finance  or  the  proposed  department  of  revenue. 

There  is  good  argument  for  such  a  consolidation,  and  al- 
most no  valid,  practical  reason  for  continuing  the  separate  depart- 
ment except  the  difficulty  of  amending  the  constitution.   As  an  ac- 
tivity of  the  proposed  department  of  finance,  the  work  could  be  so 
conducted  as  to  make  use  of  the  teclinical  facilities  and  staff  of 
that  department  in  connection  with  the  design  and  installation  of 
budgeting,  accounting,  and  purchasing  procedures  and  systems  for 
local  governments.   On  the  other  liand,  there  would  be  about  equal 
advantage  in  assigning  this  work  to  the  proposed  department  of  reve- 
nue, since  that  department  would  have  supervision  of  county  tax  as- 
sessment and  might  advantageously  extend  that  responsibility  to  tax 
collection  and  other  fiscal  matters. 

11.  Department  of  Commercial  Supervision; 
Proposed  Head: 

Director  of  commercial  supervision,  appointed  by  the  governor. 

Proposed  Board: 

Board  of  public  service. 
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Proposed  Functions: 

Functions  now  assigned  to: 

State  examiner  as  superintendent  of  banks,  ex  officio. 

State  auditor  as  investment  commissioner,  ox  officio. 

State  auditor  as  commissioner  of  insurance,  ex  officio. 

Except:   Thoa;  functions  relating  to  insurance  car- 
ried by  the  state  on  its  ovm  property. 

State  fire  marshal 

Except:   Those  functions  relating  to  the  enforcement 
of  lav/s  governing  the  storage  of  explosives;  and 
those  functions  relating  to  safety  inspections  of 
elevators  in  public  buildings. 

Commissioner  of  agriculture,  labor,  and  industry  as  real 
estate  commissioner,  ex  officio. 

Commissioner  of  agriculture,  labor,  and  industry  in  the 
regulation  of  the  coaduct  of  grain  elevators,  warehouses, 
and  other  establishments  commercially  engaged  in  the 
storage  of  commodities. 

Commissioner  of  agriculture,  labor,  and  industry  as  farm 
storage  commissioner,  ex  officio  (unless  repealed). 

State  board  of  h2.ii  insurance. 

Type  of  Department: 

Type  A 

Proposed  Transfers  of  Functions:   The  proposed  department 
of  commercial  supervision  v;ould  be  a  nev/  department.   Its  functions 
\vould  be  to  carry  out  the  state's  entire  responsibility  for  the 
regulation  of  financial  institutions  and  of  business  enterprises 
primarily  financial  in  character.   The  only  extension  beyond  this 
general  scope  v/ould  be  in  connection  with  the  functions  transferred 
from  the  state  fire  marshal  and,  in  a  measure,  those  of  the  state 
board  of  hail  insurance.   Some  explanation  may  be  necessary  to  show 
the  ways  in  which  some  of  the  proposed  functions  fit  into  the  scope 
indicated  and  each  is  discussed  in  turn  in  the  paragraphs  that  fol- 
low.  In  spite  of  the  imposing  list  of  functions  to  be  transferred, 
the  department  would  be  relatively  small. 

The  functions  of  the  superintendent  of  banks  are  now  as- 
signed to  the  state  examiner  and,  in  a  measure,  tend  to  overshadow 
his  original  functions  as  an  auditor  of  local  government  accounts 
and  of  certain  state  accounts.  Aside  from  the  quirk  of  language 
that  causes  the  term  "examiner"  to  be  used  in  connection  with  botn 
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ictivitles,  there  is  relatively  little  in  coranon  between  the  two  sets 
5f  functions.  \'^hlle   bank  exar.iination  does  involve  some  elements  of 
mdlting,  these  are  among  the  less  technical  problems  of  an  auditor. 
Vlso  a  bank  examiner  has  many  specialized  problems  with  which  an 
luditor  would  not  necessarily  be  familiar.  A  banker,  v/ho  might  be 
Tully  qualified  to  make  bank  examinations,  ordinarily  would  not  be 
qualified  as  an  auditor  of  government  accounts.   The  separation  of 
these  two  unrelated  functions  of  the  state  examiner  would  be  highly 
iesirable,  particularly  in  view  of  the  fact  that  other  activities, 
as  discussed  later,  are  far  more  suitable  for  combining  with  the 
v/ork  of  bank  examination. 

As  is  the  case  with  bank  examination,  the  duties  of  the 
state  auditor  as  investment  coiranissioner  and  as  commissioner  of  in- 
surance are  unrelated  to  the  regular  duties  of  the  office',  ei'EHer 
under  the  present  assignment  of  such  duties  or  under  the  assignment 
proposed  in  this  report  and  in  the  report  of  this  series  on  finan- 
cial administration.   Under  the  latter  plan  it  is  essential  that  the 
auditor  be  relieved  of  all  duties  in  connection  with  the  administra- 
tion of  state  affairs,  in  order  that  he  may  be  in  a  position  to  audit 
any  transactions  involved,  as  a  completely  disinterested  official. 
The  functions  of  investment  commissioner  and  of  commissioner  of  in- 
surance are  more  closely  related  to  each  other  and  to  the  functions 
of  superintendent  of  banks  than  they  are  to  any  other  functions  of 
the  state  government.  Although  it  need  by  no  means  be  the  primary 
reason  for  a  transfer,  because  of  adequate  practical  rather  than 
theoretical  reasons,  it  should  be  said  in  passing  that  there  is  a 
valid  question  as  to  the  constitutionality  of  the  designation  of  the 
auditor  as  investment  commissioner  and  commissioner  of  insurance. 

The  proposed  transfers  to  the  department  of  commercial 
supervision  should  not  include  those  functions  of  the  auditor  as 
commissioner  of  insurance  that  relate  exclusively  to  tlie  insurance 
carried  by  the  state  on  its  own  property.  Elsewhere  in  this  report 
it  is  recommended  that  these  be  transferred  to  the  proposed  depart- 
ment of  finance. 

It  is  suggested  that  most  of  the  functions  of  the  fire 
narshal,  who  is  now  a  subordinate  of  the  state  auditor  in  his  capa- 
city  of  commissioner  of  insurance,  be  transferred,  along  with  the 
other  duties  as  commissioner  of  insurance,  to  the  proposed  depart- 
ment of  commercial  supervision.   There  is  no  preponderance  of  argu- 
ment in  favor  of  this  particular  allocation,  but  the  association  of 
fire  prevention  work  with  that  of  insurance  regulation  is  common. 
An  alternative  assignment  almost  equally  desirable  would  be  to  the 
proposed  department  of  public  safety. 

In  either  case,  the  functions  of  the  fire  marshal  so  trans- 
ferred should  not  include  those  with  reference  to  the  enforcement  of 
laws  governing  the  storage  of  explosives.   it  is  recommended  else- 
■'•'here  in  this  report  tliat  these  functions  be  transferred  to  the  pro- 
posed department  of  labor,  along  with  the  industrial  safety  and  mine 
inspection  work  of  the  industrial  accident  cominission.   i.or  shouia 
the  transfer  to  the  proposed  department  of  commercial  supervision 
include  the  safety  inspection  of  elevators,  now  a  duty  ol  tne  lire 
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Tiarshal.   This  is  a  technical  type  of  Inspection  for  which  a  fire 
jiarshal  cannot  be  expected  to  qualify,   it  Is  recommended  elsewhere 
in  this  report  that  this  work  be  transferred,  in  conjimction  with 
the  boiler  inspection  work  of  the  industrial  accident  board,  to  the 
proposed  department  of  labor. 

The  duties  of  the  commissioner  of  agriculture,  labor,  and 
industry  as  real  estate  commissioner,  ex  officio,  are  in  no  way  con- 
nected with  the  other  responsibilities  of  that  officer,   '-i^hey  are 
closely  related  to  the  duties  of  the  commissioner  of  insurance. 
Since  m£?.ny  men,  particularly  in  smaller  communities,  are  engaged  in 
both  the  insurance  and  real  estate  businesses,  it  is  only  logical 
and  proper  that  the  same  state  agency  should  bo  responsible  for 
licensing  and  regulating  both  types  of  business.   There  is  further 
reason  for  the  suggested  transfer  in  that  the  purpose  of  regulation 
of  the  real  estate  business  is  the  same  as  the  purpose  of  investment 
regulation,  namely  to  prevent  the  perpetration  of  fraud  through  mis- 
representation of  the  investment  sold,  which  in  one  case  is  securi- 
ties and  in  the  other  real  estate. 

The  duties  of  the  commissioner  of  agriculture  in  the  regu- 
lation of  grain  elevators  and  v/arehouses"  and  in  his  capacity  as  farm 
storage  commissioner,  ex  officio,  are  closely  related.   The  purpose 
of  this  regulation  is  to  insure  the  validity  and  negotiability  of 
warehouse  receipts,  grain  elevator  receipts,  and  other  documents 
evidencing  the  storage  of  commodities.  Vftien  properly  protected, 
these  receipts  serve  as  the  basis  for  credit  and  for  the  transfer 
of  title.   -'•hoy  are  thus,  primarily,  instruments  to  facilitate  finan- 
cial transactions.   Since  this  is  the  case,  the  most  suitable  assign- 
ment of  the  function  of  regulation  is  in  connection  v/ith  the  regula- 
tion of  other  financial  agencies.   Incidentally,  no  use  is  being 
ioade  of  the  farm  storage  act  and  the  whole  act  might  well  be  repealed 
instead  of  transferring  responsibility  for  its  administration. 

The  functions  of  the  state  board  of  hail  insurance  are 
slightly  different  from  others  suggested  for  inclusion  in  the  depart- 
ment.  The  others  are  in  the  field  of  regulation  of  financial  insti- 
tutions; the  state  board  of  hail  insurance  operates  such  an  institu- 
tion -  an  insurance  business.   Hov;ever,  the  work  of  the  board  is 
highly  seasonal  and  there  are  long  periods  when  it  could  close  its 
office  except  for  a  few  minor  matters  that  call  for  attention.   This 
is  the  type  of  activity  that  cannot  be  operated  economically  by  a 
separate  organization  lonlt.   There  is  not  much  choice  in  the  depart- 
ments to  which  it  might  be  assigned.   The  department  of  commercial 
supervision  is  suggested  as  the  first  choice  because  it  is  to  be 
presui-aed  that  the  officers  and  employes  of  that  department  would  be 
fully  qualified  to  manage  an  enterprise  of  this  character  and  some 
of  them  would  necessarily  have  to  be  familiar  with  the  insurance 
business. 

Other  alternative  suggestions  for  transfer  of  the  functions 
of  the  state  board  of  hail  insurance  are  to  the  Pi-opos^d  department 
of  labor,  or  to  whatever  other  agency  the  functions  of  the  industrial 
accident  board  may  be  transferred.   The  idea  of  transferring  such 
activities  to  the  proposed  department  of  labor  will  at  first  appear 
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Incongruous  because  of  the  title  of  that  department.   Actucdly,  how- 
ever, the  proposed  department  of  labor  would  be  in  the  Insurance 
business  on  a  large  scale  in  carrying  unemployment  compensation  in- 
surance and  industrial  accident  insurance.   The  addition  of  a  small 
line  of  hail  insurance  would  be  in  no  way  Inappropriate.   If  tho 
functions  of  the  industrial  accident  board  are  not  included  In  the 
proposed  department  of  labor,  those  of  the  board  of  hail  insurance 
night  well  be  transferred  to  whatever  agency  is  to  operate  the 
state's  industrial  accident  insurance  business. 

Name  of  the  Department;   The  suggested  name  of  the  depart- 
ment of  commercial  supervision  is  but  one  of  many  that  might  be 
selected.   Some  others  that  might  be  considered  are: 

Department  of  business  regulation 
Department  of  financial  institutions 
Department  of  commerce 

Board  of  the  Department:   Only  in  connection  v/ith  hail 
insurance  would  there  be  any  need  for  a  board  to  serve  the  depart- 
ment. i''or  this  very  limited  purpose  it  is  suggested  that  the  pro- 
posed board  of  public  service  be  designated  as  the  board  of  the  de- 
partment but  with  the  restriction  of  the  scope  of  its  activities  to 
such  matters  as  call  for  board  action  in  connection  v/ith  tliat  one 
service.   If  the  alternative  suggestion  that  industrial  accident 
insurance  bo  handled  by  the  department  is  adopted,  similar  respon- 
sibilities should  be  delegated  to  the  board  with  reference  to  it. 

Suggested  Internal  Organization;   The  proposed  department 
of  commercial  supervision  would  not  have  a  large  staff.   It  is, 
therefore,  urged  that  no  sepe.rate  divisions  be  recognized  within 
the  department.   Under  the  director,  there  should  bo  a  small  cleri- 
cal staff  with  one  employe  in  charge;  a  single  field  staff  of 
examiners,  operating  directly  under  the  supervision  of  the  director; 
and  one  employe  assigned  primarily  to  the  duties  now  assigned  to  tho 
fire  marslial.   There  should  be  no  separate  organization  units  for 
banking,  insurance,  investments,  real  estate,  etc. 

Alternative  Suggestions;   Because  the  proposed  department 
would  be  small,  there  would  be  some  justification  for  setting  up  a 
similar  organization,  not  as  a  department,  but  merely  as  a  division 
in  some  other  department.   The  most  suitable  would  be  the  proposed 
department  of  public  service.   This  alternative  can,  in  fact,  be 
regarded  as  slightly  more  desirable,  but  it  is  probable  that  it 
'.vould  meet  with  more  opposition  than  the  plan  as  first  outlined  here. 

If  any  difficulty  arises  over  inclusion  of  the  functions 
of  the  industrial  accident  board  in  the  proposed  department  ol  labor, 
they  could  be  transferred  to  the  proposed  department  of  commercial 
supervision.   If  that  were  done,  however,  it  might  be  preferable  to 
separate  the  insurance  work  from  the  safety  and  accident  inspection 
work  and  transfer  only  the  insurance  functions  to  the  proposed  de- 
partment of  cormercial  supervision.   The  inspection  ^9^^^^^^^^'  ™' 
such  a  plan,  could  be  transferred  to  whatever  agency  is  made  resooii 
sible  for  the  labor  activities  now  assigned  to  the  f  P^j;^^J^J^f  ^^ 
agriculture,  labor,  and  industry;  or  to  the  proposed  department  ol 
public  safety. 
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12.  Department  of  Conservation; 
Proposed  Head: 

Director  of  conservation,  appointed  by  the  governor. 
Proposed  Boards: 

Board  of  planning  and  works . 

State  board  of  land  commissioners,  as  provided  in  the  con- 
stitution. 

Proposed  Functions: 

Functions  now  assigned  to: 

State  fish  and  game  commission 

Montana  state  board  of  forestry 

Montana  state  park  commission,  state  forester,  and 
state  board  of  land  commissioners,  to  the  extent  as- 
signed by  statute 

Except:   Investment  functions 

Department  (and  c omralss loner )  of  state  lands  and 
Investments 

Except:   Investment  functions 

Science  commission 

Montana  grass  conservation  commission 

Livestock  commission,  in  the  control  of  predatory  animals 

Type  of  Department: 

Type  D 

Proposed  Transfers  of  F-gnctions;   The  proposed  department 
of  conservation  would  be  a  new  department,  combining  the  fiinctions 
of  a  number  of  existing  agencies.  Departments  with  similar  com- 
binations of  functions  are  found  in  a  number  of  states. 

The  largest  agency  whose  functions  would  be  included  in 
the  proTDOsed  department  is  the  state  fish  and  game  commission.   This 
department  would  furnish  all  services  connected  with  outdoor  recrea- 
tion in  so  far.  as  the  state  is  involved.   The  work  of  the  fish  and 
game  coOTaisslon  is  the  most  Important  state  activity  m  this  lleid. 
There  are  also  extensive  possibilities  for  coordination  of  certain 
work  of  forestry  with  the  work  of  the  fish  and  game  commission. 
Both  operate  primarily  in  the  same  areas.   The  success  of  the  fish 
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.nd  game  program  is  dependent  upon  the  preservation  of  forests,  and 
•eciprocal  cooperation  of  game  wardens  in  fire  prevention  and  forest 
/ardens  in  incidental  enforcement  of  fish  and  game  laws  is  important. 

The  Montana  state  board  of  forestry,  the  Montana  state  park 
;otnniission,  and  their  executive  ofTTcer,  the  state  forester,  must 
lecessarily  be  dealt  with  together  in  any  reorganization.   ^For  the 
•■easons  previously  mentioned,  their  work  properly  belongs  in  the  same 
iepartment  with  that  now  assigned  to  the  fish  and  game  commission. 

The  state,  forester  also  serves  as  the  executive  officer 
Df  the  state  board  of  land  coimnis  si  oners  in  the  administration  of 
state  forest  lands .   This  work  would  not  be  done  so  v/ell  and  would 
)e  more  expensive  if  it  were  separated  fromi  the  other  work  of  the 
state  forester.   But  the  divided  responsibilities  of  the  state 
Corester  in  reporting  to  three  boards  is  a  situation  that  should  be 
corrected.   Furthermore,  the  state  board  of  land  commissioners  also 
supervises  the  work  of  the  commissioner  of  state  lands  and  investments 
in  the  administration  of  non-forested  lan3!s. 

To  add  to  the  confusion,  both  the  state  forester  and  the 
coixiissloner  of  state  lands  and  investments  are  appointed  by  the 
governor  with  the  advice  and  consent  of  the  senate.   The  state  board 
of  land  commissioners  is  an  ex-officio  board;  the  Montana  state  park 
comraission  is  an  appointed  board;  and  the  Montana  state  board  of 
forestry  defies  classification  since  its  membership  comprises  the 
governor,  and  seven  other  members,  theoretically  appointed  by  the 
governor,  but  nominated  or  actually  selected  by  eight  private  organi- 
zations, two  state  agencies,  and  a  federal  official.   The  state 
forester  thus  serves  as  a  connecting  link  for  a  whole  chain  of  agen- 
cies Involving  one  of  the  most  complex  organization  situations  to 
be  found  in  this  or  any  other  state  government.   It  violates  most 
of  the  organization  principles  stated  earlier  in  this  report. 

As  a  means  of  simplifying  the  organization  and  of  clarify- 
ing responsibility,  it  is  suggested  that  the  functions  of  all  these 
agencies  lie  transferred  to  the  proposed  department  of  conservation, 
v.lth  the  exceptions  noted  below,  and  that  a  suitable  administrative 
organization  be  set  up  v/ithin  the  department  for  their  administra- 
tion. 

Not  to  be  included  in  the  foregoing  transfer  would  be  the 
investment  functions  of  both  the  state  board  of  land  commissioners 
and  the  department  of  state  lands  and  investments.  These  functions 
are  unrelated  to  the  management  of  lands  v/hich  is  the  primary  func- 
tion of  both  agencies.  The  investment  fixnctions  are  recommended 
elsewhere  in  this  report  for  transfer  to  the  proposed  department  of 
tlic  treasury  and  board  of  finance. 

Because  of  the  assignment  of  certain  functions  to^ the  state 
board  of  land  commissioners  by  the  constitution,  the  foregoing  trans- 
fcr^to  the  proposed  department  of  conservation  would  have  to  be 
limited  to  statutory  functions. 
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The  science  commission  v;as  created  in  1959  with  ex-officio 
members  as  follows:   the  presidents  of  all  units  of  the  University 
of  Montana  except  Northern  Montana  College,  the  librarian  of  the 
historical  society,  and  the  state  superintendent  of  public  instruc- 
tion. According  to  several  of  the  members,  it  has  never  met.   Its 
purpose  was  to  recommend  objects  and  locations  of  scientific, 
historic,  or  prehistoric  interest  for  designation  as  state  moniiments; 
and  to  approve  permits  for  archaeological  excavation.   Unless  the 
act  is  repealed,  the  whole  responsibility  might  be  vested  in  the 
proposed  department  of  conservation  for  administration  in  conjunc- 
tion with  state  lands  and  any  state  park  activities. 

The  Montana  grass  conservation  commission  is  concerned 
with  the  organization  of  grazing  districts  for  the  use  of  lands  of 
diverse  ovmership  and  public  lands.   The  work  is  closely  associated 
with  the  administration  of  state  grazing  lands  and  it  is  recommended 
that  it  be  transferred  to  the  proposed  department  of  conservation. 
As  an  alternative,  it  might  be  transferred  to  the  state  college  for 
administration  by  the  extension  service  which  has  many  related  duties 

Predatory  animal  control  work  is  carried  on  in  the  state 
largely  under  the  direction  of  federal  agencies.   The  state  fish 
and  game  commission  helps  to  finance  this  work,  but  the  livestock 
coimnission  is  responsible  for  bounty  payments  and  some  other  activi- 
ties that  are  partly  independent  of  the  federal  activities.   V.Tiile 
this  work  has  as  one  of  its  objectives  the  protection  of  livestock, 
in  its  actual  operation  it  is  not  related  to  the  other  work  of  the 
livestock  commission-.   The  same  agency  that  is  responsible  for  ad- 
ministration of  the  fish  and  game  program  should  have  charge  of  the 
predatory  animal  control  work.   It  is,  therefore,  recommended  that 
the  responsibilities  of  the  livestock  commission  for  this  v/ork  bo 
transferred  to  the  proposed  department  of  conservation.   The  financ- 
ing of  the  program  v/ould  not  need  to  be  disturbed. 

Boards  Serving  the  Department;   In  all  matters  except 
those  related  to  state  lands,  it  is  proposed  that,  wherever  board 
action  is  required,  the  department  be  served  by  the  proposed  board 
of  planning  and  works  which  would  be  attached  to  the  proposed  de- 
partment of  public  works.   This  board,  on  policy  matters,  would  in- 
sure action  consistent  v/ith  any  state  plans  developed  in  such  mat- 
ters as  parks,  forest  programs,  game  and  fish  preserves,  and  devclop- 
nent  of  hunting  and  fishing  areas.   It  would  also  handle  such  board 
matters  as  length  of  open  seasons  on  various  types  of  fish  and  game 
in  each  area. 

The  state  board  of  land  commissioners  is  created  by  the 
constitution  and  given  "the  direction,  control,  leasing  and  sale  ol 
the  school  lands  of  the  state,  and  the  lands  granted  or  which  nay 
hereafter  be  granted  for  the  support  and  benefit  of  the  various  _ 
state  educational  institutions,  under  such  regulations  and  restric- 
tions as  may  be  prescribed  by  law,"  The  constitution  also  requires 
the  board  to  classify  lands  by  type. 

Pending  amendment  of  the  constitution,  these  f^^^tlons 
would  have  to  reSain  in  the  state  board  of  l^^f,^??f-^?i°^^^^'  t?J^ 
at  least  as  much  of  the  administrative  responsibility  xn   connpot.orl 
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herewith  as  is  now  delegated  to  the  commissioner  of  state  lands  and 
[vestments  and  the  state  forester,  either  by  law  or  by  the  practice 
)  the  board,  could  and  should  be  assigned  to  the  proposed  department 
3  conservation.   Any  matters  in  connection  with  the  administration 
:  state  lands  that  require  board  action  should  be  cleared  through 
-.e  state  board  of  land  commissioners  so  long  as  it  continues  to 
:;ist. 

As  soon  as  it  is  feasible,  the  constitution  should  be 
iiended  to  eliminate  the  provisions  establishing  the  state  board  of 
!ind  commissioners.   IfVhen  this  is  done,  the  proposed  board  of  plan- 
:.ng  and  vi^orks  should  take  over  such  of  its  functions  as  require 

.^ard  action. 

f 
I 

Internal  Organization  of  the  Department;   While  it  prob- 

jly  would  not  be  desirable  to  specify  the  internal  organization  of 

le  proposed  department  by  law,  it  is  suggested  that  divisions  be 

3t  up  as  follows: 

Division  of  records:   For  land  records,  license  records,  and 
all  other  clerical  activities. 

Division  of  fish  and  game. 

Division  of  lands  and  forests:   For  the  management  and  con- 
servation of  state  lands,  forests,  and  parks. 

Alternative  Proposal;   There  would  be  much  to  be  said  for 
he  consolidation  of  the  proposed  department  of  conservation  and  the 
reposed  department  of  public  works  into  a  single  department  which 
igiit  be  called  a  department  of  conservation  and  development.   Such 
consolidation  would  add  water  conservation  to  the  other  conserva- 
ion  activities.   In  practice,  water  conservation  involves  too  much 
ngineering  to  permit  its  inclusion  in  the  department  of  conservation 
.nless  other  engineering  activities  are  also  taken  with  it.   Never- 
helcss,  forestry  work  is  important  to  water  conservation  and  water 
onservation  is  an  important  element  in  the  fish  program.   Some  en- 
:ineering  and  considerable  map  drafting  is  required  in  conjunction 
'ith  the  administration  and  sale  of  state  lands. 

•3'  Department  of  Education: 
'reposed  Head: 

State  board  of  education,  appointed  by  the  governor  as  pro- 
vided in  the  proposed  constitutional  amendment  to  be  voted 
on  in  November  19^- 

Proposed  Administrative  Heads: 

Division  of  public  and  special  schools: 

Superintendent  of  public  instruction,  elected  as  Provided 
by  the  constitution,  until  such  time  as  the  constitution 
can  be  amended;  thereafter,  commissioner  of  education 
(or  director  of  education)  appointed  by  the  board. 
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University  of  Montana: 


President  of  the  University  of  Montana,  appointed  by  the 
board. 

Proposed  Functions: 

The  proposed  fimctions  to  be  assigned  to  the  state  board  of 
education  are  those  now  assigned  to: 

State  board  of  education 

Except:   As  to  its  responsibilities  v/lth  reference 
to  the  Montana  state  training  school,  and  as  to 
certain  minor  administrative  matters. 

The  functions  to  be  assigned  to  the  division  of  public  and 
special  schools  are  those  now  assigned  to: 

Superintendent  of  public  instruction 

Biireau  of  vocational  rehabilitation 

State  correspondence  school 

Teachers'  retirement  system  of  the  State  of  Montana,  and 
retirement  board  thereof 

Except:   Investment  of  funds 

Historical  society  of  Montana;  historical  and  miscellane- 
ous library;  and  the  board  of  trustees  thereof 

Custodian  of  records  of  the  Grand  Army  of  the  Republic 
and  United  Spanish  V/ar  Veterans 

State  board  of  educational  examiners 

State  library  extension  commission 

State  board  of  library  examiners 

Montana  state  commission  for  the  blind 

Montana  state  school  for  the  deaf  and  blind,  and  the 
executive  board  thereof 

Montana  state  industrial  school,  and  the  executive 
board  thereof 

State  vocational  school  for  girls,  and  the  executive 

board  thereof 
State  orphans'  home,  and  the  executive  board  thereof 

State  board  of  education.  Insofar  as  its  duties  require 
administrative  action  with  reference  to  the  work  oT  tno 
agencies  listed  above,  except  as  specifically  described 
belov;. 
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The  functions  to  be  assigned  to  the  University  of  Montana  are 
those  nov;  assigned  to: 

University  of  Montana,  all  of  Its  units,  and  their  various 
subdivisions.  Including 

Montana  State  University 
Montana  State  College 
Montana  experiment  station 
State  extension  service 
Montana  grain  inspection  laboratory 
State  entomologist 
Montana  School  of  Mines 

Montana  state  bureau  of  mines  and  geology 
Northern  Montana  College 
Montana  State  Normal  College 
Eastern  Montana  State  Normal  School 
Executive  board  of  each  of  the  units  of  the  Univer- 
sity of  Montana 

State  soil  conservation  committee 

Montana  agricultural  conservation  board  (unless  repealed) 

Commissioner  of  agriculture,  labor,  and  industry.  Insofar 
as  they  relate  to  encouragement  and  promotion  of  agri- 
culture, agricultural  statistics  and  market  news,  farmers' 
organizations,  grading  and  marketing  of  farm  products, 
control  of  commercial  fertilizer,  and  other  agricultural 
activities 

Except:  Elevator  and  warehouse  examinations,  control 
of  dairy  o.nd  poultry  products,  labor  activities,  and 
ex  officio  duties. 

Type  of  Department: 

Type  C 

State  Board  of  Education:   Because  of  various  factors,  in- 
cluding the  constitutional  provisions,  the  traditions  in  the  field 
of  education,  and  the  importance  of  insuring  continuity  of  educa- 
tional policies,  the  plan  of  organization  proposed  for  the  department 
of  education  is  different  from  that  proposed  for  other  departments. 
Under  the  proposed  plan  the  board  would  be  officially  the  head  of  the 
department,  but  would  operate  through  administrative  heads  of  two 
units  within  the  department  who  would  serve  as  executive  officers 
for  the  board  in  their  respective  fields. 

It  is  highly  desirable  that  the  pending  constitutional 
amendment  relative  to  the  coBiposition  of  the  board  of  education  be 
adopted  to  reduce  the  size  of  the  board  and  eliminate  ex  officio 
memberships . 
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Under  the  proposed  plan  the  board  should  appoint  the  presi- 
ent  of  the  University  of  Montana  and,  as  soon  as  a  constitutional 
raendment  •an  be  secured,  the  head  of  the  proposed  division  of  pub- 
ic and  special  schools.   The  board  should  have  the  same  powers  as 
cards  of  departments,  but  in  addition  should  have  authority  to 
nitiate  rules,  approve  budgets,  and  specify  policies.   It  v/ould 
ontinue  to  servo,  as  required  by  federal  law,  as  the  board  to  co- 
perato  with  certain  federal  agencies.  For  the  purpose  of  repre- 
entation  on  the  executive  cabinet  and  handling  routine  financial 
ransactions  the  two  administrative  heads  v/ould  take  the  place  of  the 
card  as  head  of  the  department. 

Because  it  is  not  in  fact  an  educational  institution,  it 
s  suggested  that  the  Montana  state  training  school  be  removed  from 
he  jurisdiction  of  the  board  of  education  and  placed,  with  other 
;ustodial  and  medical  institutions,  in  the  proposed  department  of 
lublic  welfare.   This  same  rule  might  be  applied  to  the  state  or- 
)hans '  home  and,  probably  with  somewhat  less  justification,  to  the 
itate  industrial  school  and  the  vocational  school  for  girls. 

Proposed  Division  of  Public  and  Special  Schools;   It  is 
suggested  that  the  superintendent  of  public  instruction  be  made  the 
idministratlve  head  of  a  unit  within  the  proposed  department  of 
education  to  which  would  be  assigned  all  educational  activities  of 
the  state  elementary  and  secondary  grade  and  certain  other  mlscel- 
Laneous  educational  activities.  At  such  time  as  the  constitution 
:an  be  amended  to  permit,  the  head  of  this  division  should  be  ap- 
pointed by  the  state  board  of  education.   At  that  time  the  title 
night  well  be  changed  to  "director  of  education"  or  "commissioner 
3f  education." 

The  head  of  this  division,  subject  to  the  authority  vested 
in  the  board  should  be  administratively  responsible  for  all  of  the 
ictivities  assigned  to  the  division. 

Proposed  Transfers  of  Functions  to  the  Division  of  Public 
and  Special  Schools;  All  of  the  functions  or  tno  superintendent  of 
public  instruction7  none  of  which  are  assigned  by  the  constitution, 
siiould  be  transferred  to  the  division. 

The  bureau  of  vocational  rehabilitation,  which  is  now 
directly  undor~'EHo^oard  of  education,  should  Do  brought  into  closer 
relationship  with  other  educational  activities.   Furthermore,  a  re- 
duction in  the  number  of  executive  heads  responsible  to  the  board  is 
essential  to  good  organization.   It  is,  therefore,  recommended  that 
the  functions  of  the  bureau  of  vocational  rehabilitation  be  trans- 
ferred to  the  proposed  division  of  public  and  special  schools.   This 
work  might  be  more  properly  assigned  to  the  proposed  department  of 
public  welfare,  but  federal  aid  is  apparently  dependent  on  its  re- 
mining  under  the  jurisdiction  of  the  board  of  education. 

The  state  correspondence  school,  whose  director  is  now 
appointed  by  the  superintendent  or  public  instruction,  should  be 
^de  a  part  of  the  proposed  division  by  the  transfer  of  its  separate 
statutory  functions  to  the  division. 
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Elsev/here  in  this  report  it  is  recommended  that  the  in- 
•estment  functions  of  the  teachers'  retirement  system,  and  the  re- 
tirement board  thereof,  be  transferred  to  the  state  fiscal  agericTes. 
'he  remaining  activities  of  the  system  should  be  transferred  to  the 
iroposed  division  v;ith  the  state  board  of  education  serving  as  the 
;oard  for  policies,  appeals,  and  any  other  matters  requiring  board 
iction. 

The  historical  and  miscellaneous  library,  operated  under 
I  board  of  trustees,  and  m  conjunction  with  the  historical  society 
rf  Montana  is  engaged  in  activities  very  closely  related  to  cduca- 
5Ion1   Their  importance  does  not  justify  a  separate  agency.   Unless 
Che  library  is  moved  to  one  of  the  -units  of  the  University  of  Montana, 
IS  recommended  in  the  report  of  this  series  in  which  it  is  discussed, 
Lts  direction  should  bo  the  responsibility  of  the  proposed  division 
it   public  and  special  schools.   If  it  is  moved  to  one  of  the  univer- 
sity units,  the  functions  of  the  agencies  Involved  should  be  trans- 
ferred to  the  University  of  Montana. 

It  is  recommended  elsewhere  in  this  scries  of  reports  that 
the  records  of  the  custodian  of  records  of  the  Grand  Army  of  the 
Republic  and  United  SpanlshP/i/ar  Veteran's  be  transferred  to  the 
historical  library.   The  functions  of  the  custodian  should  be  trans- 
ferred to  whatever  agency  takes  the  responsibility  for  the  histori- 
cal library. 

As  is  more  fully  explained  in  the  report  of  this  series 
dealing  v/ith  the  office  of  superintendent  of  public  Instruction,  the 
functions  of  the  state  board  of  educational  examiners  should  be 
transferred  to  the  proposed  division  of  public  and  special  schools. 

The  state  library  extension  c ommi s s i on,  v.'hl ch  serves  also 
as  the  state  board  of  library  exami'ne'rs,  is  a  very  minor  board.   It 
does  not  have  funds  for  administrative  work.   If  work  such  as  was 
contemplated  in  its  creation  is  to  be  developed,  it  should  bo  done 
by  the  educational  authorities.   It  is,  therefore,  recommended  that 
tho  functions  of  those  boards  be  transferred  to  the  proposed  division. 

The  work  of  the  Ivlontana  state  commission  for  the  blind  is 
closely  related  to  that  of  the  bureau  of  vocational  reliabilitatlon 
and  also  to  that  of  the  department  of  public  welfare  in  granting  aid 
to  the  needy  blind.   Its  functions  should  be  consolidated  with  one 
or  the  other,  probably  with  those  of  vocational  rehabilitation  in 
the  division  of  public  and  special  schools. 

It  is  further  proposed  that  the  Montana  state  school  for 
the  deaf  and  blind  and,  unles  they  are  transferred  to  the  proposed 
^aHmenT~of  public  welfare,  the  Montana  state  industrial  school, 
the  state  vocational  school  for  girls,  and  the  state  orphans'  home, 
be  placed  under  the  jurisdiction  of  the  superintendent  of  public  in- 
struction.  The  board  cannot  devote  adequate  attention  to  so  many 
different  agencies,  and  since  all  of  these  offer  elementary  or 
secondary  education  as  one  of  their  primary  objectives,  they  should 
logically  be  subject  to  the  authority  of  the  state  official  respon- 
sible for  such  education.   It  is,  therefore,  recommended  that  each 
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f  these  institutions  and  the  functions  of  their  respective  execu- 
ive  boards  be  transferred  to  the  proposed  division  of  oubllc  and 
pecial  schools. 

The  University  of  Montana:   A  separate  report  of  this 
,eries  deals  at  length  with  the  relationships  of  the  board  of  educa- 
;ion  to  the  University  of  Montana  and  with  the  internal  organization 
)f  the  iiniversity  and  the  relationships  of  its  units  to  each  other. 
:n  substance  a  single  administrative  head  for  the  University  of 
lontana  is  recommended,  v/lth  officers  of  lower  rank  in  immediate 
;harge  at  each  of  the  units. 

Within  the  Montana  State  College,  as  a  unit  of  the  Univer- 
lity  of  Montana,  it  is  here  proposed  that  further  changes  be  made 
IS  discussed  in  the  paragraphs  that  follow. 

Proposed  Transfers  to  the  Montana  State  College;   The 
'.lontana  State  College  through  the  state  extension  service,  the 
:igri cultural  experiment  station,  the  state  entomologist,  and  the 
Montana  grain~inspoctron  laboratory,  carries  on  an  extensive  program 
for  the  improvement  of  agriculture  in  the  state  and  does  some  regula- 
tory work.   This  program  closely  parallels  in  many  respects  the  work 
of  other  state  agencies.   Provision  should  be  made  for  the  closest 
possible  coordination  of  the  several  programs. 

If  it  were  not  for  federal  restrictions  in  connection  with 
financial  support  of  parts  of  the  program,  the  logical  way  of  ar- 
riving at  this  coordination  would  be  to  transfer  much  of  the  work 
of  these  units  of  the  college  to  an  administrative  department.   Be- 
cause of  federal  restrictions,  this  cannot  be  done. 

The  next  best  alternative,  and  one  which  is  wholly  con- 
sistent with  the  present  policies  and  objectives  of  these  college 
services,  is  to  consolidate  all  of  this  work  under  the  jurisdiction 
of  the  college  • 

The  state  soil  conservation  committee,  of  which  two  of- 
ficers of  the  college  arc  members,  has  as  its  purpose  assisting  in 
the  organization  and  operation  of  soil  conservation  districts  in 
order  that  they  may  participate  in  a  federal  program.   This  work 
is  almost  Identical  with  some  of  the  activities  of  the  extension 
service  and  should  be  transferred  to  the  college. 

The  Montana  agricultural  conservation  board  has  a  purpose 
closely  related  to  that  of  the  state  soil  conservation  committee. 
It  is  no  longer  needed  and  the  act  should  be  repealed  or  its  func- 
tions transferred  to  the  college. 

The  department  of  agriculture,  labor,  and  industry  has 
Many  functions  not  far  dilTerent  from  those  of  the  college.   It 
operates  a  grain  laboratory  identical  in  purpose  and  method  v/ith 
the  Montana  grain  inspection  laboratory  operated  by  the  college. 
These  laboratories  should  all  be  under  the  same  direction.   Since 
the  college  finds  some  use  for  its  laboratory  in  connection  with 
research,  it  is  recommended  that  those  of  the  department  of  agricul- 
ture, labor,  and  industry  be  transferred  to  the  college. 
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The  department  of  agriculture,  labor,  and  industry  has 
arious  functions  in  the  promotion  of  agriculture,  the  encoiirage- 
ent  of  farmers' organizations,  and  the  collection  and  dissemination 
f  agricultural  statistics  and  market  news.   These  functions  so 
losely  parallel  the  objectives  of  the  college  that  it  would  be  de- 
irable  to  transfer  them  to  the  college. 

The  department  furthermore  licenses  fertilizer  manufac- 
urers  and  dealers,  but  the  laboratory  work  which  is  the  sole  basis 
or  this  is  done  by  the  college.   The  licenses  might  as  well  be  is- 
ued  by  the  college,  or  by  the  proposed  department  of  revenue  on  the 
■asis  of  advice  from  the  college. 

Outside  of  these  functions  and  those  which  it  is  recom- 
lended  elsewhere  in  this  report  be  transferred  to  other  agencies, 
.he  only  activities  of  consequence  in  the  department  of  agriculture, 
.abor,  and  industry  are  those  of  the  horticulture  division  in  con- 
lection  with  the  control  of  plant  diseases,  plant-destroying  in- 
sects, and  the  marketing  of  horticultural  products.   By  law,  the 
iepartment  is  also  responsible  for  operating  a  state  fair  but  this 
responsibility  is  obsolete  and  all  reference  to  it  should  be  re- 
pealed. 

The  horticultural  work  is  not  far  different  from  certain 
,vork  of  the  college  in  many  respects.   For  example,  the  state  ento- 
mologist at  the  college  is  engaged  in  control  of  insect  pests  and 
the  extension  service  devotes  considerable  energey  to  certain  phases 
of  marketing.   Since  so  much  of  the  agricultural  work  is  necessarily 
under  the  jurisdiction  of  the  college,  it  is  recommended  that  this 
snail  addition  be  made  to  bring  it  all  together. 

The  only  valid  objection  to  this  transfer  would  be  the 
slight  amount  of  enforcement  work  involved.   This  is  much  less  ex- 
tensive than  in  most  states.   In  fact,  although  certain  inspections 
and  certain  grading  are  required  by  law,  there  is  almost  no  enforce- 
ment work,  as  such.   The  extension  service  does  far  more  enforcement 
v/ork  under  various  federal  agricultural  programs  than  would  ever  bo 
required  on  the  activities  which  it  is  suggested  be  transferred  from 
the  department  of  agriculture,  labor,  and  industry. 

As  an  alternative  to  the  proposal  that  all  of  these  agri- 
cultural functions  of  the  department  of  agriculture,  labor,  and  in- 
dustry be  transferred  to  the  Montana  State  College,  other,  ^^*  /^r 
less  satisfactory,  disposition  might  be  made  for  the  exorcise  of  the 
functions  of  the  present  division  of  horticulture.   Even  if  the  de- 
partment of  agriculture,  labor,  and  industry  is  left  as  a  separate 
unit  with  most  of  its  present  functions,  the  activities  OT:her  than 
horticultural  work  recommended  for  transfer  to  the  college  should 
be  so  transferred  to  eliminate  duplication  of  effort  and  to  avoid 
conflicts  arising  by  reason  of  divided  responsibility  for  woric  in 
the  same  field.   The  best  alternative  for  the  assignment  of  the 
horticultural  work  would  bo  to  the  same  department  to  whicn  live- 
stock sanitary  work  and  dairy  and  milk  control  work  are  jssjsned. 
Some  name  acceptable  to  all  those  interested  would  have  to  be  found 
for  such  a  department. 
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state  Agencies  w'lthini  the  State  College  and  School  of 
lines:   The  designation  of  the  state  entomologist  and  the  Monona 
;raln  Inspection  laboratory  In  such  a  way  as  to  make  them  separate 
.egal  entitles  should  be  dropped  and  their  responsibilities  vested 
Llrectly  in  the  college.   Similarly,  in  the  Montana  School  of  Mines 
;he  Montana  state  bureau  of  mines  and  goology  should  not  be  a  sepa- 
'ate  legal  entity."' 

1 

d;.  Department  of  Highways; 

?roposed  Head: 

Director  of  highways,  appointed  by  the  governor 
Proposed  Board: 

Board  of  planning  and  v;orks 
Proposed  Functions: 

Functions  now  assigned  to: 

State  highway  commission 

Except:  Administration  and  supervision  of  the  Mon- 
tana highway  patrol;  and  operation  and  maintenance 
of  state  highway  building. 

Type  of  Department: 

Type  A 

Proposed  Transfers  of  Functions:   The  proposed  department 
of  highways  would  bo  a  continuation  of  the  organization  now  under 
the  direction  of  the  state  highv/ay  commission  and  the  state  highway 
engineer,  but  would  not  include  the  Montana  highway  patrol.   The 
iWtions  of  the  commission  would  be  transferred  to  the  department, 
which  would  ODerate  \mder  a  single  head  instead  of  under  a  board. 
The  board  would  retain  only  the  class  of  functions  described  previ- 
ously for  boards  of  departments.   In  Its  specific  application  to 
this  department  the  board  would  have  responsibility  for: 

Approval  of  designations  of  roads  and  routes  recommended  by 
the  director  and  his  staff. 

Approval  of  the  awarding  of  contracts. 

Approval  of  long  range  plans  for  road  improvements  to  be  under- 
taken and  of  the  order  of  individual  Improvements  on  lists  of 
projects. 

Hearing  appeals  on  the  oart  of  property  owners  or  representa- 
tives of  communities  having  grievances  over  actions  ol  tne 
departBient  in  the  designation  of  routes  or  the  development 
of  roads. 


66 

The  internal  organization  of  the  department  is  fully  dia- 
'.ussed  in  the  report  of  this  series  on  the  state  highway  commission. 

Alternative  Provisions  v/lth  Reference  to  the  Board  for 
:he  Department;   The  plan  suggested  contemplates  tliat  one  board 
vould  serve  this  department  and  two  other  departments.   If  it  is 
:elt  that  this  plan  would,  for  any  reason,  be  totally  unsatisfac- 
:ory,  a  separate  board  with  the  same  functions  as  to  the  department 
;ould  be  substituted. 


13 ♦  Department  of  Labor: 
Proposed  Head: 

Director  of  labor,  appointed  by  the  governor 
Proposed  Board: 

Unemployment  compensation  commission 
Proposed  Functions: 

Functions  now  assigned  to: 

Unemployment  compensation  commission 

Industrial  accident  board 

Commissioner  of  agriculture,  labor,  and  industry  to  the 
extent  that  they  involve  the  enforcement  of  labor  laws 
and  laws  regulating  employment  officers,  and  the  media- 
tion of  labor  disputes 

Fire  marshal  insofar  as  they  relate  to  enforcement  of 
lav;s  governing  storage  of  explosives  and  to  inspections 
of  elevators  in  public  buildings 

State  board  of  arbitration  and  conciliation 
Type  of  Department: 
Type  D 

Proposed  Transfers  of  Functions;   The  proposed  department 
would  be  responsible  for  those  services  of  the  state  that  are  ren- 
dered primarily  for  the  benefit  of  labor.   Of  course,  the  most  ex- 
tensive of  these  services  are  those  assigned  at  present  to  the  un^ 
employment  compensation  commission,  including  the  employment  serv- 
Ice  recently  taken  over  by  the  federal  government,  presumably  as  a 
temporary  measure.   Of  course,  any  change  in  organization  affecting 
the  unemployment  compensation  coi:imission  in  any  way  must  have  the 
approval  of  the  federal  authorities.   The  recommendation  that  It  00 
included  in  the  proposed  department  of  labor  must,  therefore,  be 
contingent  UDon  such  approval.   If  approval  is  ^''^t^®!^'  I^V^^^  "h^-v, 
2iission  may  have  to  continue  as  a  separate  agency,  as  outlined  wltft 
other  alternatives  below. 
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The  work  of  the  Industrial  accident  board  is  of  three 
;ypes.   first.  It  operates  an  Insurance  business  and  v/rites  work- 
len's  compensation  insurance.   Second,  it  adjudicates  workers' 
•.laims  for  compensation  for  injuries.   Third,  it  carries  on  various 
lafety  inspection  work  for  the  protection  of  workers  from  accidents. 
?he  first  two  activities  are  very  similar  in  type  to  the  work  of  the 
inemployment  compensation  commission  and  call  for  the  same  type  of 
idmlnistration.   The  best  possible  solution  from  the  state's  stand- 
point would  be  to  provide  for  the  exercise  of  the  functions  of  both 
igencies  in  the  same  department. 

The  functions  of  the  commissioner  of  agriculture,  labor, 
ind  industry  with  respect  to  enforcement  of  Tabor  lavrs,  Issuance  of 
ige  certificates,  regulation  of  employment  offices,  and  mediation 
of   labor  disputes  are  foreign  to  the  other  functions  of  that  office. 
They  are  closely  associated  with  the  problem  of  protection  of  labor 
by  enforcement  of  safety  regulations.   If  a  department  of  labor  is 
established,  these  functions  should  unquestionably  be  Included. 

The  functions  of  the  fire  marshal  in  the  enforcement  of 
laws  governing  the  storage  of  explosives  is  engaged  in  activities 
closely  paralleling  those  of  the  Industrial  accident  board  in 
safety  inspection  and,  particularly,  mine  inspection.   The  same 
is  true  In  a  measure  of  the  Inspection  of  elevators  in  public  build- 
ings which  is  closely  enough  related  to  boiler  inspection  v/ork  of 
the  Industrial  accident  board  to  permit  consolidation  of  the  staffs. 
This  work  should  all  be  combined  v/lth  inspection  v\rork  now  assigned 
to  the  industrial  accident  board. 

The  state  board  of  arbitration  and  conciliation  was  cre- 
ated as  a  formal  device  to  accomplish  what  is  being  more  effectively 
accomplished  less  formally  through  the  department  of  agriculture, 
labor,  and  Industry.   It  has  not  been  used.   It  is  recommended  that 
the  law  establishing  the  board  be  repealed.   If  this  is  not  done, 
its  functions  should  be  transferred  to  the  proposed  department  of 
labor . 

Board  of  the  Department;   The  proposed  department  of  labor 
is  listed  as  of  "Type  D"  because  the  unemployment  compensation  com- 
Eiission  has  the  official  responsibility  for  adininistration  of  unem- 
ployment compensation  and  this  cannot  be  changed  without  approval  of 
the  federal  authorities.   There  is  every  reason  for  this  to  be  a 
''Type  A"  department  and  it  should  be  made  that  type  if  approval  can 
be  secured.   Under  any  circumstances  the  administrative  head  of  the 
department  should  not  be  a  member  of  the  board. 

The  plan  proposed  hero,  subject  to  federal  approval,  is 
that  the  unemployment  compensation  commission  should  serve  also  as 
the  board  to  approve  workmen's  compensation  insurance  rates,  hear 
appeals  on  adjudication  of  compensation  claims,  and  approve  rules 
governing  matters  relating  to  worlonen's  compensation  insurance. 

Alternative  Plans;   If  federal  approval  cannot  be  secured 
for  the  preferred  plan  described,  or  a  major  fraction  ol  i^'  ^^ 
'"'ill  be  necessary  to  keep  the  unemployment  compensation  commission 
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as  a  separate  agency.   If  this  is  done  it  should  be  designated  as 
the  department  of  employTnont .   The  federal  government  would  not 
object  to  this.   There  probably  v/ould  be  no  objection  to  a  change 
in  the  organization  to  the  extent  of  having  an  executive  head  of 
the  department  appointed  by  the  governor  and  not  made  a  member  of 
the  board.   In  fact  as  a  separate  department  this  could  probably 
be  made  a  "Typo  A"  department  with  federal  approval  and  this  should 
be  done. 

If  a  separate  department  of  employraent  is  established,  the 
remaining  activities  suggested  for  transfer  to  the  proposed  depart- 
ment of  labor  might  still  be  set  up  as  a  department  of  labor.   Some 
provision  would  need  to  be  made  for  a  board  to  serve  the  department 
in  natters  associated  with  v;orl-cmen's  compensation  insurance.   This 
board  might  well  be  the  board  of  public  service. 

l6.  Department  of  Liquor  Control; 

Proposed  Head: 

Director  of  liquor  control,  appointed  by  the  governor 

Proposed  Board: 

Board  of  public  service 

Proposed  Functions: 

Functions  now  assigned  to: 

Montana  liquor  control  board 

Except:   Enforcement  of  the  liquor  control  act 

State  temperance  coiiimission 

Type  of  Department: 

Type  A 

Proposed  Transfers  of  Functions;   It  is  proposed  that  the 
functions  now  assigned  to  the  Montana  liquor  control  board  be  trans- 
ferred, with  the  exceptions  noted  below,  to  a  department  of  liquor 
control  headed  by  a  director.   It  is  proposed  that  the  liquor  con- 
trol board  be  discontinued.   There  is  very  little  need  for  a  board 
in  conjunction  with  this  department.   In  its  major  activity  of  buy- 
ing and  selling  liquor  the  requirements  are  for  managerial  skill 
of  the  same  type  required  in  any  large  store.   Only  in  conjunction 
with  the  issuance  of  licenses  is  there  any  question  of  appeals  that 
needs  to  be  provided  for  through  a  board.   This  very  limited  require- 
flient  for  a  board  to  deal  only  with  such  appeals  and  to  approve  any 
miles  governing  eligibility  for  licenses  could  be  handled  by  one  of 
the  boards  set  up  for  another  department.   The  proposed  board  of 
.public  service  is  suggested  as  a  suitable  board  for  this  assignment. 
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The  state  temperance  coirmilssion  is  at  present  Inactive. 
Unless  the  statute  creating  it  is  to  be  repealed,  its  functions 
should  be  transferred  to  the  proposed  department  of  liquor  control. 
The  liquor  control  board,  in  cooperation  with  the  educational 
authorities  is  now  carrying  on  some  of  the  work  formerly  done  by 
the  state  temperance  commission. 

17.  Department  of  Live  Stock  and  Dairying; 
Proposed  Head: 

Director  of  live  stock  and  dairying,  appointed  by  the  governor 
Proposed  Board: 

Board  of  public  service 
Proposed  Functions: 

Functions  nov/  assigned  to: 

Livestock  sanitary  board 

Department  of  agriculture,  labor,  and  industry,  insofar 
as  they  relate  to  the  regulation  of  the  dairy  Industry, 
the  manufacture  of  dairy  products,  and  the  distribution 
of  dairy  products 

Montana  milk  control  board 

Stallion  registration  board 

Type  of  Department: 

Type  A 

Proposed  Transfers  of  Functions;   The  proposed  department 
would  be  a  continuation  of  the  organization  of  the  livestock  sani- 
tary board  under  a  different  form  of  overhead  organization,  an3 
wiwi  certain  added  functions.  All  of  the  functions  of  the  live- 
stock sanitary  board  should  be  transferred  to  the  proposed  depart- 
ment. 

Among  the  responsibilities  of  the  livestock  sanitary 
board  are  certain  functions  relating  to  the  regulation  and  inspec- 
tion of  dairies.   But  the  department  of  agriculture,  labor,  and 
industry  has  a  division  devoted  to  the  regulation  of  the  sale, 
manufacture,  and  distribution  of  dairy  products.   The  line  of  de- 
marcation between  the  duties  of  these  two  agencies  is  too  artifi- 
cial to  permit  its  justification  under  careful  scrutiny.   This  work 
needs  badly  to  be  brought  together  under  the  same  supervision  to 
avoid  overlapping  and  to  insure  that  there  are  no  holes  between 
the  two  through  which  regulation  can  be  escaped  entirely. 
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While  regulation  of  the  production  and  distribution  of 
dlk  and  diary  products  is  more  properly  a  function  of  a  public 
lealth  agency  than  of  either  an  agricultural  or  live  stock  agency, 
bhere  are  certain  practical  difficulties  of  distance,  travel,  and 
jtaff  that  make  it  doubtful  whether  there  would  be  justification 
:oT   the  transfer  of  these  functions  to  the  proposed  department  of 
Dublic  health.   That  department  should  retain  its  general  powers 
vith  reference  to  milk  control,  along  with  all  other  food  control, 
bo  be  used  in  any  emergency,  but  the  provision  for  all  routine  work 
should  be  made  through  the  proposed  department  of  live  stock  and 
iairying. 

The  work  of  the  Montana  milk  control  board  is  somewhat 
iifferent  in  purpose  from  that  of  the  livestock  sanitary  board  and 
bhe  department  of  agriculture,  labor,  and  industry,  but  in  practice /O 
Lt  involves  working  v/ith  the  same  people  and  for  this  reason  it  can  • 
oe  most  economically  handled  by  assigning  it  to  the  same  agency.     * 
It  is,  therefore,  recommended  for  transfer  to  the  proposed  depart- 
nent  of  live  stock  and  dairying.   The  executive  officer  of  the  live- 
stock sanitary  board  is  now  chairman  of  the  milk  control  board. 

As  an  alternative,  the  functions  of  the  present  Montana 
nilk  control  board  might  be  assigned  to  the  proposed  department  of 
DUblic  service  to  be  carried  out  in  conjunction  v/ith  the  enforcement 
)f  the  unfair  trade  practices  act  and  other  price  control  measures, 
lov/ever,  it  is  believed  that  the  suggested  plan  of  having  the  board 
)f  public  service  handle  matters  arising  in  the  proposed  department 
)f  live  stock  and  dairying  requiring  board  action  would  serve  any 
)urposos  that  v;ould  be  served  by  the  transfer  of  this  work  to  the 
)roposed  department  of  public  service. 

The  stallion  registration  board  was  formerly  of  considcr- 
.ble  importance,  but  the  decrease  in  horse  breeding  in  the  state  has 
'educed  it  to  almost  insignificant  status.   Almost  the  only  require- 
lents  for  staff  are  the  services  of  a  veterinarian  on  occasion, 
ince  the  proposed  department  of  live  stock  and  dairying  v;ould  have 
eterlnarians  located  strategically  all  over  the  state,  it  is  sug- 
ested  that  the  functions  of  the  stallion  registration  board  be 
ransf erred  to  the  proposed  department.  An  alternative  would  be 
heir  transfer  to  the  agricultural  experiment  station. 

Organization  of  the  Department:   One  major  change  proposed 
n  setting  up  the  department  of  live  stock  and  dairying  is  in  the 
anaging  authority.   Officially,  the  heads  of  the  two  agencies  that 
ould  be  merged  in  their  entirety  in  the  proposed  department  are 
oards,  but  each  appoints  an  executive  officer.   The _ effect  of  these 
coposals  would  be  to  have  one  department  head,  appointed  by  the 
Dvernor  and  responsible  directly  imdcr  the  law  for  the  performance 
f  all  the  duties  involved. 

Most  of  the  work  of  the  proposed  department  would  be  such 
lat  no  board  would  be  needed.   But  there  are  a  few  elements  in- 
•)lved  that  are  too  sweeping  in  their  effect  to  place  the  respon- 
■-bility  for  them  in  the  hands  of  a  single  officer  without  some 
'leck  by  a  deliberative  body.   A  major  item  in  this  category  is 
■lies  governing  the  movement  of  live  stock  in  connection  with  the 
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lontrol  of  disease  and  the  closely  related  subjects  of  quarantines, 
londeaination  of  diseased  cattle,  and  dipping  requirements.   Another 
.3  the  fixing  of  prices  under  the  authority  nov/  vested  in  the  milk 
jontrol  board.   For  these  matters  a  board  should  be  available  to 
'orraiilate  policy,  approve  rules,  and  hear  appeals.   Hov/evcr,  the 
volume  of  v;ork  v/ould  be  small  and  a  separate  board  for  this  depart- 
p.ent  v;ould  hardly  bo  justified.   It  is,  therefore,  suggested  that 
;he  proposed  board  of  public  service  be  given  the  responsibility  for 
Dassing  on  these  matters.  An  almost  equally  satisfactory  alterna- 
:ive  would  be  to  substitute  the  proposed  board  of  health  and  welfare. 

The  only  effect  of  the  proposed  transfers  on  the  staff  as 
low  found  \ander  the  livestock  sanitary  board  would  be  an  expansion 
m  milk  and  dairy  control.   All  employes  engaged  exclusively  in  this 
?ield  should  be  brougjit  together  in  one  subordi»ate  unit  with  a  single 
supervisory  employe  reporting  directly  to  the  head  of  the  department. 

Alternative  Plans;   Under  another  heading  it  is  suggested 
that  various  agricultural  functions  of  the  present  department  of 
igriculture,  labor,  and  industry  be  transferred  to  the  state  college 
to  be  operated  in  conjunction  v/ith  the  extension  service  and  the 
igricultural  experiment  station.   From  the  standpoints  of  economy, 
effectiveness,  and  coordination  of  like  v;ork,  this  is  by  far  the 
3est  plan  available.   It  is  recognized,  however,  that  insurmountable 
jpposition  to  its  adoption  might  be  encountered. 

The  second  best  plan,  which  is  far  inferior  to  the  first, 
mt  which  v;ould  be  an  improvement  over  the  present  organization,  and 
.3  amply  supported  by  precedents  in  other  states,  would  be  the  con- 
lolidation  of  the  horticultural  activities  of  that  department  Y;ith 
.ive  stock  and  dairying  activities  in  a  single  department.   In  most 
ither  states  such  a  department  would  be  designated  as  the  "depart- 
lent  of  agriculture,"  but  some  modification  of  that  title  might  be 
lesirable  in  Montana  to  take  cognizance  of  the  importance  of  the 
ive  stock  industry. 

If  this  alternative  is  adopted,  and  if  the  proposed  depart- 
lent  of  public  safety  is  not  created,  the  functions  of  the  livestock 
ommission  might  be  included  in  the  department. 

As  another  alternative,  which  would  be  incompatible  v/ith 
he  alternatives  just  suggested,  the  whole  department  of  live  stock 
nd  dairying,  as  suggested  in  the  preferred  plan,  might  be  merged 
ith  the  proposed  department  of  public  health  under  some  appropriate 
ame.   There  are  many  good  reasons  for  such  a  consolidation  although 
t  admittedly  would  be  somewhat  unorthodox. 

These  reasons  arc  of  four  kinds.   First,  both  departments 
squire  the  same  general  class  of  employes,  including  inspectors 
ith  similar  qualifications,  laboratory  technicians,  and  profession- 
I  scientific  employes.   Second,  both  departments  are  field  depart- 
3nts  where  the  primary  activity  is  in  the  form  of  inspections  and 
5lated  types  of  work  throughout  the  state.   Third,  both  departments 
ive  almost  unlimited  powers  under  certain  similar  emergency  courti- 
i-ons  and  very  broad  powers  under  any  conditions  as  enl orcemeni; 
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agencies  in  their  respective  fields,  yet  they  must  secure  most  of 
their  results,  to  he  effective,  hy  education  and  persuasion  v;ithout 
resort  to  those  pov/ers.   Fourth,  in  very  large  segments  of  their 
activities,  their  objectives  are  identical.   The  v/ork  of  milk  con- 
trol and  meat  inspection  on  the  part  of  the  livestock  sanitary 
board  is  part  of  the  same  state  program  of  protection  of  food,  of 
which  the  enforcement  of  pure  food  lav/s  and  some  of  the  v/ork  of  sani- 
tary inspection  by  the  state  board  of  health  is  an  integral  part. 
The  control  of  diseases  in  cattle  by  the  livestock  sanitary  board 
is  so  directed  as  to  place  special  emphasis  on  diseases  transmis- 
sible to  man,  of  which  there  are  many.   This  v/ork  is  but  one  aspect 
in  the  broader  field  of  epidemiology  v;hich  lies  entirely  v/ltM.ri  tho 
jurisdiction  of  the  health  agency. 

Because  of  all  these  factors,  this  alternative  plan  may 
f/ell  be  regarded  as  more  desirable,  except  from  the  standpoint  of 
the  opposition  it  might  possibly  engender,  than  the  so-called  pre- 
ferred plan. 

18.  Department  of  Military  Affairs; 
Proposed  Head: 

Adjutant  general,  appointed  by  the  governor  as  at  present 
Proposed  Functions: 

Tho  proposed  functions  are  those  of: 
Adjutant  general 
Type  of  Department: 

Typo  A 

Comments;   The  proposed  department  would  be  a  continuation 
)f  the  office  of  adjutant  general  v;lth  a  change  of  name  only.   V/hllc 
:hG  department  v/ould  be  small,  particularly  under  present  clrcum- 
itancos  v/hen  the  national  guard  is  not  in  the  state,  its  functions 
iro  unlike  those  of  any  other  state  agency  and  consolidation  with 
my  other  agency  v/ould  seem  to  offer  no  particular  advantages.   None 
)f  the  functions  of  the  proposed  department  are  such  as  to  call  for 
.  board  to  bo  attached  to  the  department. 

5'  Department  of  Occupational  Standards; 

The  suggestions  with  reference  to  a  department  of  occupa- 
ional  standards  do  not  fall  exactly  into  the  same  pattern  as  those 
1th  reference  to  other  departments. 

The  problem  toward  which  the  suggestion  for  this  depart- 
■ent  is  directed  is  that  of  the  various  Independent  boards  engaged 
n  the  examination  and  licensing  of  practitioners  of  various  pro- 
lessions  and  occupations.   For  the  most  part  these  boards  represe^it 
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rganizations  of  practitioners  in  the  various  fields  covered.  Either 
ndirectly  or  directly  the  members  of  the  official  boards  are  usually 
elected  in  behalf  of  these  associations. 

No  question  can  well  be  raised  as  to  the  desirability  of 
ontrolling  the  practice  of  these  various  professions  and  occupations, 
ut  it  can  be  demonstrated  that  under  present  conditions  there  is  a  / 
trong  tendency  for  the  regulation  under  at  least  some  of  the  boards  \ 
0   lean  toward  protection  of  the  present  practitioners  rather  than  ,/ 
iro^cflon  of  the  public  interest.   This  is  particularly  true  v/ith 
'eferehce  to  admission  of  applicants  to  the  right  to  practice. 
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While  the  situation  in  the  foregoing  respects  is  not 
laterially  different  from  tliat  found  in  many  other  states,  it  is  an 
msavory  condition  in  which  the  state  allows  its  name  and  authority 
;o  be  used  by  private  organizations  to  further  their  own  ends  with- 
)ut  regard  to  the  public  interest. 

Many  of  the  boards  are  almost  indistinguishable  from  the 
.ssociations  that  sponsor  them.   They  are  not  subject  to  either  ad- 
linistrative  or  financial  control.   Several  do  not  deposit  their 
unds  in  the  state  treasury  and,  for  all  practical  purposes,  any  of 
hem  may  expend  whatever  moneys  they  collect  in  any  way  they  see 
it. 

No  detailed  analysis  of  the  operations  of  these  boards  was 
ade  in  the  course  of  the  study  on  which  this  series  of  reports  is 
ased,  but  casual  observation  is  all  that  is  required  to  see  clearly 
hat  the  conditions  described  above  are  true.   Because  of  the  great 
imilarity  betv/een  the  way  these  boards  operate  in  nearly  all  states, 
he  following  examples  of  the  extremes  to  v;hich  they  sometimes  go, 
aken  from  other  states  v;here  intensive  studies  have  been  made,  will 
llustrate  the  possibilities  of  the  situation. 

In  one  state  the  officials  of  a  state  examining  board  were 
mazed  that  anyone  should  question  the  purchase  from  state  funds  of 
bottle  of  whiskey  as  a  Christmas  present  for  the  janitor,  even 
hough  the  state  was  "dry"  at  the  time.   In  another  large  state  one 
f  the  examining  boards,  from  large  numbers  of  applicants,  almost 
3ver  passed  more  than  one  or  two  applicants  at  the  semi-annual  ex- 
nination.   Many  of  those  who  failed  had  extensive  training  and  ex- 
srience  of  a  type  that  should  have  qualified  them,  and  had  studied 
ird  for  years  before  taking  the  examination.   It  was  freely  admit- 
5d  in  the  profession  that  this  practice  was  followed  to  keep  dov/n 
3mpetition.   This  latter  practice  in  greater  or  lesser  degree  is 
jnmon  among  such  boards . 

Such  conditions,  whether  or  not  they  have  actually  occur- 
■)d.   in  Montana,  are  always  possibilities  so  long  as  these  boards 
;;main: 

Independent  of  administrative  control 
Independent  of  fiscal  control 
Representative  of  private,  rather  than  public, 
interest  while  vested  with  state  authority. 


Measures  are  needed  to  Improve  the  basic  situation  v;ith 
reference  to  them.   One  possible  solution  would  be  in  the  creation 
of  the  suggested  department  of  occupational  standards.   Such  a  de- 
partment, even  if  its  central  staff  consisted  of  only  one  employe 
who  would  receive  reports  o.nd  serve  as  a  liaison  officer  between 
the  boards  and  the  governor  and  state  fiscal  agencies,  would  be  some 
improvement.   Under  such  a  plan  the  boards  could  retain  their  sepa- 
rate identity  and  pov/ers,  except  such  as  might  conflict  with  measures 
of  fiscal  control • 

The  boards  involved  that  should  be  included  under  such  a 
plan  are  as  follows: 

Abstractors  board  of  examiners 

Board  of  examiners  in  accountancy 

Board  of  architectural  examiners 

Board  of  barber  examiners 

Montana  state  examining  board  of  beauty  culturists 

State  board  of  chiropody  medical  examiners 

State  board  of  chiropractic  examiners 

State  board  of  dental  examiners  of  the  state  of  Montana 

Board  of  embalmers  and  funeral  directors  of  the  state  of 

Montana 
Board  of  medical  examiners 
Board  of  examiners  for  nurses 
Montana  state  board  of  examiners  in  optometry 
State  board  of  osteopathic  examiners 
Montana  state  board  of  pliarmacy 
Board  of  examiners  in  photography 
State  board  of  veterinary  medical  examiners 

F\irther  development  of  this  plan  to  the  extent  of  having 
a  single  administrative  staff  for  all  the  boards  would  be  more 
worthv/hile . 

A  still  further  step,  which  would  probably  be  difficult 
to  accomplish,  though  it  has  been  done  in  a  small  measure  in  some 
few  states,  would  be  to  place  the  boards  in  an  advisory  capacity 
only,  and  vest  all  actual  authority  in  the  administrative  staff  of 
the  department.   Under  such  a  plan  the  authority  left  to  the  boards 
could  even  vary  according  to  the  type  of  occupation  involved  with 
less  of  the  responsibility  transferred  to  the  department  in  the 
cases  of  some  of  the  higher  professions  than  in  the  cases  of  some 
of  the  trades  and  related  vocations. 

What  might  be  regarded  as  the  ideal  plan,  from  the  stand- 
point of  the  state  and  that  of  the  protection  of  the  public  interest, 
would  be  the  vesting  of  all  functions  of  examining,  licensing,  and 
regulating  the  various  occupations  Involved  in  a  department  of  _Type 
A"  headed  by  a  director  appointed  by  the  governor,  and  wltn  a  single 
board  attached  to  the  department.   Such  a  department  could  call  at 
will  upon  members  of  the  various  occupational  groups  or  upon  ad- 
visory  committees  from  such  groups  for  advice  and  technical  assist- 
ance. 
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20.  Department  of  Public  Health; 
Proposed  Head: 

Director  of  health 
Proposed  Board: 

Board  of  health  and  welfare 
Proposed  Functions: 

Functions  now  assigned  to: 

State  board  of  health  and  all  of  its  subordinate  of- 
ficers and  employes 

Montana  state  board  of  entomology 

Department  of  agriculture,  labor,  and  industry  in  the 
regulation,  licensing,  and  inspection  of  egg  dealers 
and  oleomargarine  dealers 

Montana  state  board  of  food  distributors  to  the  extent 
the  enforcement  of  pure  food  laws  is  involved 

Type  of  Department: 

Type  A 

Proposed  Transfers  of  Functions;   The  proposed  department 
of  public  health  would  be  a  continuation  of  the  organization  nov/ 
officially  designated  as  the  state  board  of  health.   There  would  be 
some  minor  additions  of  duties,  but,  more"~impor tant ,  a  change  in 
the  form  of  overhead  organization. 

The  Montana  state  board  of  entomology  served  a  useful  pur- 
pose after  it  v/as  organized,  but  ifs  work  has  largely  been  taken 
over  by  the  United  States  public  health  service.   The  functions  of 
the  board  should  be  transferred  to  the  proposed  department  of  public 
health.   If  there  is  need  for  assistance  from  the  state  entomologist 
or  the  state  veterinarian,  it  could  be  secured  on  a  cooperative 
basis  without  the  formal  device  of  a  board. 

The  functions  of  the  department  of  agriculture,  labor,  and 
Industry  in  -the  rogialation,  licensing,  andTnspoction  of  egg  dealers 
and  oleomargarine  dealers  are  such  that  almost  any  agency  of  the 
state  government  could  handle  them,  as  they  involve  no  major  problems. 
The  public  health  agency  is  probably  in  the  best  position  to  do  this 
work  because  a  big  part  of  the  establishments  affected  by  this  v/ork 
are  already  under  surveillance  of  the  health  authorities,  either 
state  or  local. 

By  law,  the  Montana  state  board  of  food  distributors  is 
charged  v/ith  the  enforcement  of  the  r»uro  food  laws.   Actually,  its 
activities  are  primarily  in  other  directions,  but  the  statutory 
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assignment  of  functions  in  this  field  should  be  transferred  to  the 
public  health  agency.   The  other  activities  of  the  Montana  state 
board  of  food  distributors  should  be  consolidated  with  those  of  the 
Montana  trade  coimnission. 

Proposed  Organization  of  the  Department;   The  changes  of 
functions  would  not  affect  the  internal  organization,  but  it  is  pro- 
posed that  the  department  be  headed  by  a  director  appointed  by  the 
governor  and  that  the  prominence  and  responsibility  of  the  board,  as 
such,  be  curtailed.   There  would  be  but  limited  activity  In  the  pro- 
posed department  of  public  health  where  a  board  would  be  needed 
under  the  criteria  set  forth  earlier  In  this  report.   However,  in 
deference  to  the  established  precedent  in  this  field,  it  is  proposed 
that  provision  be  made  for  a  board'  to  serve  this  department  and  the 
department  of  public  v/elfare,  jointly.   The  board  should  be  official- 
ly attached  to  the  department  of  social  welfare  because  the  vast 
majority  of  its  v^rork  would  be  with  that  department.   Of  course,  if 
a  separate  board  is  deemed  to  be  necessary,  it  could  be  created  as 
the  board  of  health  and  given  only  the  powers  described  earlier  for 
boards  of  departments. 

Alternative  Plan;   As  is  more  fully  discussed  in  connec- 
tion with  the  proposed  department  of  live  stock  and  dairying,  there 
would  be  many  advantages  in  the  consolidation  of  the  proposed  de- 
partment of  live  stock  and  dairying  with  the  proposed  department  of 
public  health,  under  an  appropriate  department  name. 

21.  Department  of  Public  Safety; 
Proposed  Head: 

Director  of  public  safety 
Proposed  Functions; 

Functions  now  assigned  to; 

Montana  highway  patrol  and  the  state  highway  commission 
(or  highv/ay  patrol  board),  with  reference  to  the  Montana 
highway  patrol 

Livestock  commission 

Except:   Predatory  animal  control 

Executive  officer  of  the  livestock  commission  as  general 
recorder  of  marks  and  brands,  ex  officio 

Bureau  of  criminal  identification  and  investigation  (now 
under  the  v/ardcn  of  the  penitentiary) 

Registrar  of  motor  vehicles,  in  the  enforcement  of  the 
financial  responsibility  lav/ 

State  athletic  commission 

Montana  liquor  control  board,  in  the  enforcement  of  the 
liauor  control  act 
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Type  of  Department: 

Type  A 

Purpose  of  Creating  the  Proposed  Department;   The  proposal 
for  the  creation  of  a  departraont  of  public  safety  calls  for  special 
explanation  because  of  the  fear  and  prejudice  that  is  aroused  in 
many  quarters  by  any  proposal  that  bears  any  resemblance  to  a  plan 
of  establishing  a  state  police  force.   The  basis  proposal  hero  made 
does  not  contemplate  a  state  police  force  of  the  type  to  v/hich  such 
objection  is  customarily  raised.   As  discussed  under  a  later  heading, 
as  an  alternative  proposal,  there  may  be  adequate  justification  for 
IHe  establishment  of  a  full-fledged  state  police  organization,  but 
that  would  involve  an  entirely  separate  decision  completely  sever- 
able from  the  establishment  of  a  department  of  public  safety  as  con- 
templated by  the  proposal  here  set  forth. 

The  reason  for  creating  such  a  department  would  be  to  pro- 
vide a  more  suitable  organization  for  carrying  on  activities  already 
conducted  by  the  state.   It  would  not,  unless  specific  decisions  were 
made  to  do  so,  involve  the  addition  of  a  single  power  or  any  author- 
ity not  now  assigned  to  the  agencies  listed  above  from  which  it  is 
proposed  that  functions  be  transferred  to  the  new  department.  All 
such  later  proposals  to  add  duties  or  powers  are  entirely  severable 
from  the  basic  plan  and  can  be  rejected  without  disrupting  that  plan. 

Proposed  Transfers  of  Functions;   The  functions  and  acti- 
vities of  the  Montana  highway  patrol  are  not  related  to  those  of 
the  main  organization  under  uho  state  highway  commission.   The  patrol 
of  the  highways  to  enforce  motor  vehicle  lav/s  has  little  or  nothing 
in  common  with  their  maintenance.   It  is,  therefore,  recommended 
that  the  highway  patrol  and  other  activities  more  closely  related 
to  it  than  those  of  the  highv/ay  commission  be  brought  together  in 
a  new  department. 

The  largest  organization,  outside  of  the  highv;ay  patrol, 
which  it  is  proposed  be  included  in  the  new  department  is  that  of 
the  livestock  commission.   One  activity  of  the  commission  would  not 
be  included  in  the  transfer,  namely,  predatory  animal  control.   The 
predatory  animal  control  work  is  administered  primarily  by  federal 
agencies  with  the  state  participating  in  the  cost.   Under  the  pro- 
posed plan  this  work  would  be  placed  under  the  supervision  of  the 
fish  and  game  authorities  in  whatever  department  fish  and  game  work 
is  transferred  to.   The  state  fish  and  game  commission  now  partici- 
pates in  this  work. 

The  main  duties  of  the  livestock  commission  and  of  its 
executive  officer  as  general  recorder  of  marks  and  brands^,  ex  offi- 
cio, are  to  protect  live  stock  from  theft"!   This  work  is  hut  re- 
motely  associated  with  that  of  disease  control  in  live  stock  wnich 
the  livestock  commission,  under  another  name,  also  supervises.   As 
a  law  enforcement  fiinction  the  work  in  connection  with  cattle  thelt 
belongs  with  other  strictly  law  enforcement  activities  such  as  those 
assigned  to  the  highway  patrol. 
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By  statute  a  bureau  of  criminal  Identification  and  Investi- 
gation is  created  to  operate  under  the  warden  of  the  peni^Eentlary^ — 
This  is  not  now  operating  to  the  extent  contemplated  by  law.   It  is 
recommended  that  it  functions  be  transferred  to  the  proposed  depart- 
ment of  public  safety  and  that  an  effort  be  made  to  maintain  its 
operations  in  the  manner  contemplated  by  the  act  establishing  the 
bureau. 

One  of  the  functions  assigned  to  the  registrar  of  motor 
vehicles  is  the  enforcement  of  the  financial  responsibility  law. 
This  is  properly  a  function  of  the  highway  patrol  since  the  regis- 
trar's office  is  strictly  a  clerical  agency  with  no  facilities  for 
enforcement.   The  work  should  be  assigned  to  the  highway  patrol  no 
matter  v;here  the  patrol  is  placed  in  the  general  organization. 

Neither  the  volume  of  v/orkmr  its  importance  justifies  the 
continuation  of  the  state  athletic  commission  as  a  separate  agency. 
Its  functions  should  be  assigned  to  some  state  agency  where  use 
could  be  made  of  regular  employes  to  the  maximum  extent  feasible  and 
v;here  temporary  or  part-time  employes  would  not  have  to  be  used. 
There  is  no  compelling  reason  why  this  agency  should  be  the  proposed 
department  of  public  safety,  but  that  department  would  have  employes 
scattered  over  the  state  v/ho  could  perform  the  duties  now  required 
of  the  commission  with  very  little  travel. 

The  Montana  liquor  control  board  is  primarily  a  business 
organization  engaged  in  the'  sale  of  liquor.   It  has  been  assigned, 
also,  the  duty  of  enforcing  the  liquor  laws  with  reference  to  the 
private  sale  of  liquor  and  has  a  staff  of  nine  inspectors  on  this 
work.   Since  such  lav;  enforcement  is  in  no  way  related  to  the  pri- 
mary functions  of  the  board,  it  is  recommended  that  it  be  trans- 
ferred to  the  proposed  department  of  public  safety  to  be  handled 
there  in  conjunction  with  other  law  enforcement  work. 

Organization  of  the  Department;   It  is  proposed  that  the 
department  bo  headed  by  a  single  executive  appointed  by  the  governor. 
None  of  the  activities  of  the  proposed  department  are  such  as  to  re- 
quire the  services  of  a  board. 

The  internal  organization  under  the  director  should  prob- 
ably be  made  up  of  the  following  units: 

Division  of  administrative  service,  responsible  for  all  cleri- 
cal and  stenographic  work,  brand  recording,  criminal  identi- 
fication records,  payrolls,  and  other  office  work 

Division  of  live  stock  control,  responsible  for  all  market 
inspection  and  other  field  work  on  live  stock  theft  prevention 

Division  of  higliway  patrol,  responsible  for  the  work  now  con- 
ducted by  the  highway  patrol  and  for  enforcement  of  the  motor 
vehicle  financial  responsibility  lav; 

Division  of  liquor  law  enforcement,  responsible  for  the  v;ork 
transferred  from  the  Montana  liquor  control  board. 
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The  director  might  serve  as  the  head  of  one  of  these  divi- 
sions.  V/liile  separate  divisions  are  proposed  for  the  several  acti- 
vities, the  greatest  possible  interchange  of  staff  and  information 
should  be  obtained  by  the  director,  and  employes  of  all  of  the  field 
divisions  should  be  directed  to  assist  in  any  way  possible  with  the 
work  of  the  others. 

Alternative  Proposals  Affecting  the  Department;   Certain 
other  miscellaneous  enforcement  functions,  under  alternatives  to  the 
preferred  plans  for  other  departments,  might  be  transferred  to  the 
proposed  department  of  public  safety.   Among  the  functions  in  this 
category  are  those  of 

Commissioner  of  agriculture,  labor,  and  industry,  as  sealer 
of  weights  and  measures,  ex  officio   (Proposed  for  transfer 
to  the  department  of  public  service ) 

Fire  marshal  (Proposed  for  transfer,  in  part,  to  the  department 
of  commercial  svipervislon  and,  in  part,  to  the  department  of 
labor ) 

Industrial  accident  board,  in  safety  and  accident  prevention 
(Proposed  for  transfer  to  the  department  of  labor). 

Suggestions  for  Additional  Functions;   In  addition  to  the 
functions  now  carried  on  by  other  agencies  wliich  it  is  proposed  be 
transferred  to  the  new  department  of  public  safety,  there  are  cer- 
tain functions  of  the  state  for  v;hich  no  adequate  provision  is  made 
that  might  be  added  to  those  of  the  proposed  department. 

First,  there  is  a  need  for  detective  services.   The  situa- 
tion v/ith  respect  to  such  services  is  somewhat  different  from 
that  in  the  more  populous  states.   In  Montana,  even  the  largest 
municipalities  have  only  the  most  meager  facilities  for  the  detec- 
tion of  criminals.   In  the  vast  majority  of  counties,  there  are  no 
facilities  of  any  kind  except  such  as  can  be  provided  by  completely 
untrained  sheriffs  and  deputies.   This  is  no  reflection  on  these 
law  enforcement  officers,  since  the  vol\ime  of  such  work  required 
is  too  small  in  the  individual  counties  to  justify  the  emplojTTient 
of  anyone  with  the  training  necessary  for  effective  work. 

VJhlle  the  Individual  counties  have  too  little  work  of  this 
kind  to  justify  the  emplopnent  of  detectives,  there  is  need  for  some 
place  to  v/hich  they  can  turn  for  assistance  when  occasion  arises. 
It  is,  therefore,  suggested  that  provision  be  made  in  one  central 
place  for  furnishing  detective  services.   The  best  place  would  be 
in  the  proposed  department  of  public  safety,  whore  the  records  which 
the  present  bureau  of  criminal  identification  and  investigation  Is 
expected  to  keep  would  form  a  nucleus  of  information  that  could  be 
elaborated  to  the  extent  required. 

In  making  this  suggestion  there  is  no  thought  that  the 
initial  provision  need  be  very  extensive.   One  well  qualified  em- 
ploye could  do  much  to  fill  the  void  that  now  exists.   Later,  ii 
there  should  be  a  demonstrated  demand  for  the  service  beyond  the 
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capacity  of  this  one  employe,  provision  could  be  made  for  expanding 
the  staff. 

A  second  type  of  expansion  needed  is  in  the  state's  acti- 
vity in  general  criminal  law  enforcement.   It  is  recognized  that  any 
proposal  along  these  lines  vdll  meet  serious  opposition  in  certain 
quarters.   It  is,  therefore,  made  entirely  severable  from  the  main 
proposal  that  a  department  of  public  safety  be  created.   If  it  should 
be  rejected,  the  proposed  department  v/ould  not  be  affected. 

The  need  for  statewide  enforcement  of  certain  specific 
criminal  laws  has  been  recognized  and  provided  for  through  such 
agencies  as  the  livestock  commission  and,  in  a  restricted  way,  by 
the  Montana  highway  patrol.   In  general,  however,  the  theory  that 
criminal  law  enforcement  is  strictly  local  in  character  has  been 
carefully  observed.   There  are  even  technical  restrictions  as  to 
the  right  of  the  highway  patrol  to  make  arrests  for  automobile  theft. 

A  number  of  states  have  recognized  for  many  years  that 
criminal  law  enforcement  on  a  strictly  local  basis  cannot  possibly 
be  very  effective,  since  the  criminals  find  it  too  easy  to  get  be- 
yond the  jurisdiction  of  local  officers,  in  many  instances  before 
the  crime  is  even  detected.   Since  this  situation  does  exist,  there 
is  a  definite  need  for  the  use  of  the  larger  jurisdiction  of  the 
state  as  a  unit  in  law  enforcement. 

\Yith  this  situation  in  mind,  serious  consideration  should 
be  given  to  expanding  the  authority  of  the  highway  patrol  and  giving 
its  members  full  police  pov/ers.   This  v;ould  not  necessarily  have  to 
be  accompanied  by  an  increase  in  the  size  of  the  patrol,  but  such 
an  increase  would  be  desirable  if  this  change  were  made. 

22.  Department  of  Public  Service; 

Proposed  Head: 

Director  of  public  service,  appointed  by  the  governor 

Proposed  Board: 

Board  of  public  service,  with  members  appointed  by  the 
governor 

Proposed  Functions: 

Functions  nov/  assigned  to: 

Board  of  railroad  commissioners  of  the  state  of  Montana 
Public  service  commission  of  Montana 
Montana  trade  coimnission 
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Oil  conservation  board  of  the  state  of  Montana 

Except:   Collection  of  oil  producer's  privilege 
and  license  tax 

Montana  state  board  of  food  distributors 

Except:   Enforcement  of  pure  food  laws 

Commissioner  of  agriculture,  labor,  and  industry  as  state 

sealer  of  v>;oights  and  measures,  ex  officio,  and  as  to 

the  promulgation  of  standards  for  containers  of  farm 
products 

Attorney  general  in  the  enforcement  of  acts  prohibiting 
price  discrimination  (RCM  1090[{.  et  seq.j  RCM  Li.195.1  ot 
seq.)>  except  for  actual  prosecution  of  cases 

Type  of  Department: 

Type  A 

Proposed  '■^'ransfors  of  Functions:   The  proposed  department 
of  public  service  v/ould  be  a  continuation  of  the  organization  under 
the  board  of  railroad  commissioners  in  its  several  capacities. 
There  would  be  minor  additions  in  responsibilities,  but  the  major 
change  proposed  is  in  the  form  of  organization  as  discussed  later. 

The  proposal  calls  for  the  outright  transfer  to  a  single 
agency  of  the  functions  now  carried  on  by  the  commission  under  its 
several  aliases  -  board  of  railroad  commissioners  of  the  state  of 
Montana ;  public  service  commission  of  Montana;  and  Montana  trade 
commission. 

The  public  service  commission  now  has  authority  over  the 
quality,  measurement,  and  price  of  motor  fuel  products.   The  board 
of  railroad  commissioners  supervises  the  drilling,  operation,  aban- 
donment, and  plugging  of  oil  and  gas  wells.   Since  the  organization 
is  now  so  involved  with  oil  and  gas  matters,  it  is  recommended  that 
the  functions  of  the  oil  conservation  board  of  the  state  of  Montana, 
which  have  to  do  primarily  with  collection  or~informatlon,  be  trans - 
f erred  to  the  proposed  new  department.   This  transfer  should  not 
Include  the  collection  of  the  oil  producer's  privilege  and  license 
tax  v/hich  can  be  more  effectively  and  economically  handled  by  the 
proposed  department  of  revenue. 

The  statute  creating  the  Montana  state  board  of  food  dis- 
tributors provides  that  its  purpose  shall  be  "to  regulate  the  quality 
ot   all  food  sold  at  retail  in  this  state,  using  the  state  and  fed- 
eral pure  food  and  drug  acts  as  the  standard."   This  is,  of  co\arse, 
a  proper  function  of  the  state's  public  health  agency.   However, 
the  primary  activity  of  the  board  is  in  the  enforcement  ol  the  lair 
trade  act  and  the  unfair  practices  act.   In  this  work  it  overlaps 
and  duplicates  the  work  of  the  Montana  trade  commission..   ihe  worK 
should  be  consolidated. 
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The  commissioner  of  agriculture,  labor,  and  industry  as 
state  sealer  of  v/eiglits  and  measures,  ex  officio,  is  responsible 
for  the  enforcement  of  the  laws  regulating  all  types  of  v/oights  and 
measures.   But  the  public  service  commission  is  engaged  in  the  en- 
forcement of  laws  governing  measurements  in  an  important  segment  of 
this  same  field  -  namely,  motor  fuel  and  other  oil  products.   This 
work  might  well  be  consolidated  in  the  interests  of  economy,  parti- 
cularly in  reducing  traveling  expenses.   It  is  not  essential  that 
this  work  all  be  transferred  to  the  proposed  department  of  public 
service.   Tliat  would  be  a  satisfactory  location  for  it,  but  another 
suitable  one  would  be  the  proposed  department  of  public  safety. 

The  attorney  general  lias  been  assigned  sole  responsibility 
for  the  enforcement  of  tv/o  acts  relating  to  price  discrimination. 
This  work  is  very  closely  related  to  the  v/ork  of  the  trade  commis- 
sion in  the  enforcement  of  the  unfair  practices  act.   Insofar  as 
the  state  may  undertake  to  enforce  these  acts  by  inspection,  in- 
vestigation, and  other  administrative  devices,  the  work  should  all 
be  done  by  the  same  staff   The  functions  of  the  attorney  general 
in  this  field,  except  as  they  apply  to  the  actual  prosecution  of 
coiirt  cases,  should  be  transferred  to  the  proposed  department  of 
public  service. 

Organization  of  the  Department;   Except  for  the  minor 
additions  of  functions  just  discussed,  the  main  change  which  it  is 
proposed  be  made  in  creating  the  department  of  public  safety  is  in 
the  form  of  overhead  organization  and  in  the  powers  and  duties  of 
the  board. 

The  theory  behind  the  creation  of  such  boards  as  the  rail- 
road commissioners  and  public  service  commission  has  usually  been 
that  the  primary  duty  would  be  to  sit  in  judgment  as  a  board  on 
questions  of  rates  or  service  facilities.   Such  boards  wore  primarily 
designed  as  a  type  of  sub-court.   There  has  ordinarily  been  little 
thought  given  as  to  staff  facilities  and  administrative  routine  re- 
quired for  the  accomplishment  of  the  stated  purposes.  Although  a  -n 
change  in  this  concept  has  been  slow,  it  is  apparent  to  anyone  who' 
analyzes  the  situation  carefully  that  oily  a  very  small  fraction  of 
the  work  is  involved  in  the  formal  proceedings  of  hearings  before 
the  board.   Most  of  it  is  the  same  kind  of  administrative  activity 
found  in  any  other  department  whoso  functions  are  regulatory  in   >> 
character.  ^ 

The  overhead  organization  lias  heretofore  been  designed 
primarily  for  the  exercise  of  the  quasi-judicial  functions.   It  is 
proposed  that  it  be  adapted  to  the  main  work  to  be  done,   ^^ch  an 
organization  should  have  a  single  administrative  head,  who  might 
be  designated  as  director  of  public  service.   The  responsibxlity 
for  administration  of  all  functions  assigned  to  the  department  should 
be  vested  in  such  director,  subject  to  such  review  by  a  board  as  is 
indicated  earlier  in  this  report  with  references  to  the  authority  of 
boards  of  departments. 
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Transition^ to  the  New  Organization;   An  immediate  change 
to  the  type  of  organization  proposed  v/ould  be  handicapped  by  the 
existing  statutes  governing  the  selection  of  members  of  the  board 
of  railroad  commissioners.   These  members  are  elected  -  one  oach  two 
years  -  fo»  six-year  terms.   The  legislative  assembly  may  not  change 
their  compensation  during  their  respective  terms.   It  is  a  close 
legal  question  whether  their  offices  could  be  abolished  without  the 
pajnnent  of  salaries  for  the  remainder  of  their  respective  terms. 
Even  if  this  could  be  legally  accomplished,  it  would  be  likely  to 
give  a  bad  name  to  the  whole  group  of  reorganization  proposals.   No 
such  "ripper"  provision  is,  therefore,  advised.  A  substitute  device, 
not  entirely  satisfactory,  is  suggested  instead. 

It  is  proposed  that  statutory  provisions  be  enacted  estab- 
lishing the  department  as  a  "Type  A"  department  but  providing  for 
transition  on  the  following  basis: 

No  further  election  of  members,  but  continuation  in  office, 
as  members  of  the  proposed  board  of  public  service,  cf  the 
members  elected  prior  to  the  enactment  of  the  legislation, 
until  their  terms  expire  or  their  offices  otherwise  become 
vacant . 

Appointment  by  the  governor,  in  accordance  vd.th  the  provisions 
suggested  elsewhere  in  this  report  for  all  boards,  of  members 
to  fill  vacancies  in  the  board. 

Appointment  by  the  governor  of  a  director,  under  statutory 
instructions  that  he  give  due  consideration  to  the  qualifica- 
tions of  the  elected  members  of  the  board  in  filling  such 
position. 

Provision  for  protection  of  any  elected  member  who  might  re- 
sign to  accept  the  directorship  during  the  period  of  his 
elected  term  by  forbidding  his  removal  except  thi-'ough  the 
process  by  v;hich  he  could  have  been  removed  as  a  member  of 
the  board. 

An  alternative  to  the  last  tv/o  items  would  be  to  require, 
so  long  as  two  elected  members  remained  on  the  board,  that  one  or 
them  should  be  designated  by  the  governor  as  director  but  that  he 
should  continue  to  serve  aa  a  member  of  the  board.   If  this  plan  is 
adopted,  some  additional  compensation  should  be  provided  for  the 
member  serviag  as  director,  if  a  way  can  be  found  to  make  such  pay- 
ment legally. 

None  of  these  suggestions  v/ould  involve  any  deviation  from 
the  functions  suggested  for  the  board  under  the  proposed  plan. 

Relations  of  the  Board  to  Other  Departments;   It  is  sug- 
gested that  the  proposed  board  ol'  public  service  oe  designated  by 
law  as  the  board' to  deal  with  various  matters  requiring  board  action 
in  conjunction  with  several  other  departments,  namely: 
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Department  of  commercial  supervision 
Department  of  live  stock  and  dairying 
Department  of  liquor  control. 

Alternative  Plan;   The  scope  of  the  functions  of  the  pro- 
posed department'  of  public  service  might  be  expanded  by  the  consoli- 
dation with  it  of  the  proposed  department  of  commercial  supervision. 
This  would  give  the  department  responsibility  for  substantially  all 
state  regulation  of  business,  as  such.   Such  a  plan  would  be  en- 
tirely feasible  from  an  operating  standpoint  and  might  well  be  re- 
garded as  even  a  little  more  desirable  than  the  so-called  preferred 
plan  described. 

23.  Department  of  Public  Y/elfare; 
Proposed  Head: 

Director  of  public  welfare,  appointed  by  the  governor 
Proposed  Boards: 

Board  of  health  and  welfare 

Board  of  state  prison  commissioners,  pending  amendment  of 
the  constitution 

Proposed  Functions: 

Functions  now  assigned  to: 

State  department  of  public  welfare;  and  state  board  of 
public  welfare 

Veterans'  welfare  commission 

State  board  of  commissioners  for  the  insane;  the  state 
Insane  asylum;  and  the  state  hospital  for  inebriates 

Montana  state  tuberculosis  sanitarium;  its  executive 
board;  and  the  board  of  examiners  in  the  supervision 
of  the  sanitarium 

Montana  soldiers'  home  and  its  board  of  managers 

Montana  state  training  school;  its  local  executive  board; 
and  the  board  of  education  in  the  administration  of  the 
training  school 

State  prison;  the  warden  of  the  state  prison;  and  the 
board  of  state  prison  commissioners,  to  the  extent  per- 
mitted by  the  constitution 

State  board  of  eugenics 
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Type   of  De  par  talent: 

Type  D 

Proposed  Transfers  of  Functions;   The  proposed  department 
of  public  welfare  would  be  a  continuation  of  the  present  state  de- 
partment of  public  welfare  with  major  Increases  In  its  responslblli- 
tles  and  c*Hanges  m  the  respective  responsibilities  of  the  board 
and  the  administrative  head  of  the  department  as  discussed  later. 
All  of  the  functions  of  the  old  department  v/ould  be  transferred  to 
the  nev;  department. 

The  veterans '  welfare  c omml s s 1 on  was  created  before  there 
were  any  adequate  state  facilities  for  social  v/elfare  activities, 
and  before  the  initiation  of  federal  work  programs,  the  development 
of  the  employment  service,  and  the  opening  up  of  so  many  agencies 
designed  to  accomplish  the  objectives  of  the  commission.   V/ith  the 
facilities  now  available  generally,  there  is  no  longer  any  need  for 
a  special  agency  to  be  maintained  exclusively  for  veterans.  Ylhilo 
there  is  a  certain  sentimental  justification  for  having  a  separate 
agency,  such  an  agency  cannot,  without  excessive  expense,  provide 
services  of  a  caliber  equal  to  the  services  that  can  be  made  avail- 
able through  agencies  with  a  broader  scope  of  duties  and  v/idespread 
staff  facilities.   As  is  brought  out  in  the  report  of  this  series 
on  the  veterans'  welfare  commission,  the  statutory  grant  of  pov/ors 
is  too  broad  for  the  work  actually  carried  on.   Subject  to  the 
limitations  on  pov/ers  and  duties  suggested  in  that  report,  all 
activities  of  the  commission  should  be  transferred  to  the  depart- 
ment of  public  welfare. 

In  the  various  reports  of  this  series  on  the  so-called 
"custodial"  Institutions  attention  is  called  to  the  need  for  closer 
cooperation  between  the  institution  management  and  the  state  depart- 
ment of  public  welfare.   This  need  arises  primarily  on  admission, 
parole,  and  discharge.   Hov/evcr,  there  is  difficulty  in  dealing 
with  these  problems  separately  from  social  service  activities  af- 
fecting the  inmates  while  they  are  in  the  institution.   Every  one 
of  these  institutions  has  need  for  the  facilities  of  a  field  staff, 
which  can,  of  course,  be  more  economically  and  effectively  provided 
as  a  single  staff  for  all,  rather  than  as  a  separate  staff  for  each. 
The  most  logical  and  practical  plan,  therefore,  is  to  furnish  this 
service  for  all  Institutions  through  the  department  of  public  wel- 
fare. 

From  another  viewpoint  entirely,  these  institutions  have 
much  in  common,  regardless  of  the  class  of  patients  or  inmates. 
Most  of  the  problems  of  institutional  management  are  the  same  re- 
gardless of  whether  the  institution  is  for  treatment,  correction. 


of  the  institutions,  farms,  canneries,  or  other  production  enter^ 
prises  must  be  operated.   In  fact,  at  least  hali_of  the  expense  is 
for  activities  almost  entirely  removed  from  any  influence  arising 
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from  the  class  of  patients  or  inmates.   There  are,  therefore,  many 
advantages  to  be  derived  from  a  common  management  of  all  of  these 
institutions. 

All  state  institutions  having  among  their  functions  the 
custodial  care  of  patients,  inmates,  or  other  resident  benefici- 
aries might  well  be  placed  in  a  single  department.   The  insane 
asylum,  the  Montana  tuberculosis  sanitarium,  and  the  Montana  sol- 
diers '  home  should,  unquestionably,  be  included  in  the  same  depart- 
ment.   If  provision  were  not  already  made  for  supervision  by  the 
state  board  of  education  of  such  custodial  institutions  as  the  Mon- 
tana state  training  school,  the  state  orphans'  home,  the  Montana 
state  industrial  school,  and  the  state  vocational  school  for  girls, 
all  of  them  could  properly  be  included  in  such  a  department.   While 
all  of  these  may  be  classified  as  educational  institutions,  this 
classification  is  somewhat  far-fetched  in  the  case  of  the  Montana 
state  training  school,  where  only  about  25  percent  of  the  inmates 
attend  classes  of -any  kind.   It  is  suggested  that  the  training 
school  bo  transferred  from  the  jurisdiction  of  the  board  of  educa- 
tion to  the  new  department  of  welfare  along  with  the  other  institu- 
tions recommended  for  transfer. 

The  remaining  custodial  institutions  under  the  board  of 
education,  exclusive  of  the  Montana  state  school  for  the  deaf  and 
blind,  would  be  just  as  suitably  placed  in  the  proposed  department 
of  public  welfare.   However,  in  the  absence  of  any  major  advantages 
to  be  gained  by  a  transfer,  none  is  specifically  recommended. 

In  the  cases  of  the  tuberculosis  sanitarium  and  the  train- 
ing school  the  functions  of  their  respective  local  executive  boards 
should  be  included  in  the  transfer  to  the  departmen'?'^ 

The  Montana  state  prison,  now  under  the  supervision  of  the 
board  of  state  prison  commissioners,  as  provided  by  the  constitution, 
should  be  included  in  the  group  of  institutions  to  be  transferred  to 
the  department  of  public  welfare.   An  outright  transfer  would  re- 
quire a  constitutional  amendment.   However,  the  phraseology  of  the 
constitution. .. "such  supervision. . .as  may  be  prescribed  by  law..." 
leaves  considerable  leeway  for  legislative  action.   It  is  recommended 
that  as  much  of  the  authority  for  management  of  the  prison  as  Is 
possible,  consistent  with  the  constitution,  be  transferred  to  the 
department  of  public  welfare.   Such  authority  as  could  not  be  trans- 
ferred would  remain  in  the  board  of  state  prison  commissioners  along 

'  with  any  other  matters  requiring  board  action  affecting  the  prison. 
In  other  words,  the  board  of  state  prison  commissioners  would  serve 
as  the  board  of  the  department  insofar  as  prison  affairs  were  con- 
corned.   At  the  first  suitable  opportunity  the  constitution  should 
be  amended  to  discontinue  the  board  and  permit  transfer  of  its  func- 
tions to  the  department.   Thereafter,  the  department  could  be  of 

,  ."Type  A." 
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The  state  board  of  eugenics  has  not  been  a  very  active 
body,  probably-aTTeast  in~art,  because  of  the  formality  attached 
;to  action  by  it.   More  can  be  accomplished,  as  demonstrated  in  other 
jurisdictions,  by  voluntary  consent  than  by  orders  of  such  a  board. 
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It  Is  suggested  that  the  functions  of  the  board  be  transferred  to  the 
proposed  board  of  health  and  welfare  and  that  provision  be  made  for 
that  board  to  act  only  on  advice  of  one  or  more  of  the  physicians  of 
the  institutions. 

Organization  of  the  Department;   As  in  the  case  of  other 
departments,  it  is  recommended  that  the  director  of  public  welfare 
be  appointed  by  the  govornor,  and  that  the  board  serve  only  in  the 
capacities  indicated  for  boards  of  other  departments.   This  would 
be  but  little  different  from  the  position  of  the  present  board  of 
public  v/olfare  except  that  it  is  proposed  a  single  board  serve  both 
the  departments  of  public  welfare  and  public  health. 

Under  the  director,  it  is  suggested  that  all  social  v/el- 
fare  activities  be  handled  through  a  single  division.   This  would 
be  about  the  same  as  the  division  of  public  assistance  with  the  ad- 
dition of  child  welfare  services,  as  recommended  in  the  report  of 
this  series  on  the  existing  state  department  of  public  welfare. 

Preferably  all  accounting,  statistical,  and  miscellaneous 
clerical  services  should  be  merged  in  another  division. 

Each  of  the  institutions  should  then  rank  as  a  division 
of  the  department  headed  by  a  superintendent,  or  an  officer  under 
whatever  title  may  be  given  to  him. 

Zlj..  Department  of  Public  vVorks; 
Proposed  Headr 

Director  of  public  v;orks,  appointed  by  the  governor 
Proposed  Board: 

Board  of  planning  and  works,  appointed  by  the  governor 
Proposed  Functions: 

Functions  now  assigned  to: 

State  engineer 

State  water  conservation  board 

State  planning  board 

State  electrification  authority 

Carey  land  act  board 

Montana  armory  board 

Veterans'  memorial  fund  commission 

Type  of  Department: 

Type  A 
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Proposed  Transfers  of  Functions;   The  proposed  department 
of  public  works  v;ouid  be  a  continuation  of  the  group  of  agencies 
now  centered  around  the  state  engineer,  with  some  additional  func- 
tions, but  primarily  a  change  in  the  organization  to  simplify  the 
confusing  plan  now  in  effect.   It  would  be  the  department  responsible 
for  all  engineering  work  of  the  state  except  that  done  by  the  depart- 
ment of  highways. 

First,  it  is  suggested  that  the  proposed  department  be  of 
"Type  A"  previously  described,  headed  by  a  director  of  public  works 
appointed  by  the  governor,  and,  except  as  discussed  later,  with  a 
board  ha-ving  only  the  powers  and  duties  described  for  boards  of  de- 
partments . 

The  work  now  centered  arovmd  the  s t a te  engineer  includes 
that  of  the  state  water  conservation  board,  the  stare  planning  board, 
the  state  electrification  authority,  and  the  Carey  I'and  act  board. 
The  functions  of  all  of  these  agencies  should  bo  transferred  to  the 
proposed  department  of  public  works. 

As  the  agency  for  engineering  and  construction  work  this 
department  should  also  bo  assigned  the  fxinctions  of  the  Montana 
armory  board  and  the  responsibility  for  design  and  supervision  of 
construction  of  all  state  buildings.   This  would  not  mean  that 
architectural  v;ork  v;ould  have  to  be  done  by  the  staff  of  the  de- 
partment, but  it  would  be  done  \inder  its  direction.   All  responsi- 
bilities of  the  veterans'  memorial  fund  commission  in  conjunction 
with  the  construction  of  the  proposed  memorial  building  should  like- 
wise bo  transferred  to  the  department. 

As  an  alternative  to  suggestions  mado  in  connection  with 
the  department  of  finance,  the  function  of  operating  and  maintaining 
the  capitol  buildings  might  be  transferred  from  the  custodian  to 
this  department. 

Board  of  Planning  and  V/orks;   It  is  recommended  that  a 
small  board  of  planning  and  works,  v;ith  members  appointed  by  the 
governor,  be  attached  to  the  department.   This  board  should  exercise 
the  regular  functions  of  a  board  of  a  department  as  outlined,  but 
because  of  the  corporate  character  of  several  of  the  agencies  that 
vi?ould  be  included  in  the  department  this  board  should  be  designated 
as  the  successor  to  the  various  boards  having  corporate  responsibili- 
ties In  all  matters  necessary  to  avoid  any  breach  of  the  contracts 
ander  wliich  various  bonds  have  been  Issued. 

It  is  proposed  that  this  board  serve  also  as  the  board  for 
the  proposed  department  of  highways  and  the  proposed  department  of 
;jonservation. 

.,         Alternative  Proposal:   A  further  consolidation  of  the  pro- 
'bosed  department  of  public  works  and  the  proposed  department  of  con- 
iervatlon  would  be  desirable  for  the  reasons  indicated  in  connection 
'ith  the  discussion  of  the  proposed  department  of  conservation. 
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Ex  Officio  Boards; 

As  has  been  previously  indicated  the  device  so  commonly 
used  in  the  state  government  of  assigning  duties  to  boards  made  up 
of  various  state  officials  serving  ex  officio  is  not  to  be  regarded 
as  good  practice.   However,  there  are  six  such  boards  established 
by  the  constitution.   In  the  cases  of  five  of  these,  it  vi'ould  be 
desirable  to  amend  the  constitution  to  abolish  them.   The  other 
should  have  changes  made  in  its  membership. 

Aside  from  the  six  boards  in  the  constitution,  there  is 
one  ex  officio  board  established  by  statute  which  might  be  continued, 
without  making  any  significant  demands  on  the  time  of  its  members. 
It  is  proposed  that  the  statutory  provisions  for  all  of  the  other 
numerous  ex  officio  boards,  except  the  temporary  agencies,  be  re- 
pealed and  that  other  disposition  be  made  of  the  functions  assigned 
to  them  as  discussed  in  earlier  sections  of  this  report. 

The  ex  officio  boards  which,  because  of  the  constitution, 
need  to  be  provided  for  in  the  organization  are  as  follows: 

Board  of  examiners 

Supervisory  board  (over  investments) 

State  depository  board 

State  board  of  land  commissioners 

Board  of  sts.tc  prison  commissioners 

Board  of  pardons 

The  board  of  examiners  is  discussed  in  conjunction  with 
the  proposed  department  of  finance.   The  supervisory  board  (over 
investments)  is  discussed  in  conjunction  with  the  proposed  depart- 
ment of  the  treasury,  as  is  also  the  state  depository  board .   The 
discussion  of  the  state  board  of  land  commissioners  v;ill  be  found  in 
connection  with  that  of  the  proposed  department  of  conservation. 
The  board  of  state  prison  commissioners  is  discussed  in  connection 
vath  the  proposed"  department  of  public  v/elfare . 

The  board  of  pardons  is  not  dealt  with  in  connection  with 
any  of  the  proposed  departments .   Its  functions  are  not  administra- 
tive in  the  same  sense  as  most  of  the  departmental  functions.   This 
board  serves  as  a  check  on  abuse  of  the  governor's  pardoning  power. 
Except  for  the  fact  that  the  state  auditor  should  be  relieved  of 
:nembership  and  some  other  officer  substituted,  no  change  is  suggested. 
The  director  of  oublic  welfare  might  be  the  other  member  If  the 
prison  is  placed"  in  that  department,  but  there  would  be  the  objection 
that  he  v;ould  be  a  subordinate  of  the  governor.   Since  the  governor's 
iction  in  issuing  a  pardon  is,  in  effect,  a  reversal  of  the  decision 
of  the  court,  a  member  of  the  supreme  court  might  even  fill  the  third 
place  on  the  board. 

I         The  state  board  of  canvassers  is  an  ex  officio  board  of 
Jlected  officials.   This  board  might  continue  or  its  functions  might 
)e  transferred  to  the  proposed  department  of  state. 
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Discontinuation  of  Agencies; 


Throughout  the  latter  part  of  this  report  recoriimendations 
are  made  for  the  transfer  of  functions  of  agencies  to  other  agencies. 
It  is  contemplated  in  this  connection  that  whenever  all  the  functions 
of  an  existing  agency  are  so  transferred  the  agency  would  bo  discon- 
tinued.  Any  legislation  adopted  should  provide  for  the  abolition  of 
existing  agencies  that  are  not  provided  for  in  the  proposed  organi- 
zation. 

Except  for  a  few  agencies  mentioned  below  which  are  in- 
active, and  for  which  outright  repeal  is  recoiirmiended,  the  proposed 
plan  contemplates  that  all  functions  of  existing  state  agencies  in 
the  executive  branch  would  be  provided  for  through  the  agencies 
listed  earlier  in  this  report  or  tlirough  alternative  agencies  sug- 
gested in  the  various  discussions  of  proposed  departments. 

Not  included  in  the  discussion  are  the  board  of  administra- 
tors of  the  farmer' s  institute  and  the  state  fair  advisory  board. 
The  activities  for  v;hich  these  boards  v>/ere  created  have  been  discon- 
tinued.  The  statutory  provisions  for  the  boards  should  be  repealed. 
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Sumraary  of  Recommendations; 

The  recoirunendations  contained  in  this  report  are  directed 
toward  establishing  for  the  state  the  best  possible  organization  for 
the  administration  of  its  affairs.   All  of  the  recommendations  to- 
gether constitute  a  plan  of  organization.   Individually  they  would 
have  little  significance.   This  summary,  therefore,  shows  no  more 
than  the  basic  outlines  of  the  proposed  plan  of  organization. 

All  of  the  recoranendations  require  legislation  since  the 
whole  report  deals  with  the  organization  established  by  the  consti- 
tution and  statutes.   An  initial  plan,  v;ith  various  alternatives, 
based  on  statutory  changes,  only,  is  presented  in  the  report  as  is 
also  a  long  range  plan  including  constitutional  amendments  where 
necessary. 

To  the  extent  that  they  lend  themselves  to  summarization 
the  recommendations  are: 

Recommendations  for  Statutory  Changes; 

(1)  That  a  permanent  "audit  committee  of  the  legislative  assem- 

bly" be  created  to  provide  for  continuing  contact  by  the 
legislative  assembly,  through  the  state  auditor,  with  the 
administration  of  state  affairs  by  the  executive  department. 

(2)  Tliat  the  board  of  trustees  of  the  lav;  library  be  discontinued; 

and  that  the  library  bo  placed  directly  under  the  jurisdic- 
tion of  the  supreme  court,  or  the  chief  justice. 

(5)   That  the  executive  department  of  the  state  government  be  re- 
organized v;ith  a  structure  that  v/ill  be  simple,  definite, 
unified,  and  integrated,  with  a  logical  allocation  of  func- 
tions to  the  smallest  feasible  nianber  of  agencies,  each  v;ith 
a  suitable  managing  authority;  and  that  the  organization  pro- 
vide for  continuity  of  operating  policy,  competent  personnel, 
and  adequate  safeguards  against  arbitrary  action  by  admini- 
strative employes. 

(Ij-)   That  no  state  agencies  be  left  with  corporate  powers,  parti- 
cularly the  pov/er  to  issue  bonds,  except  to  the  extent  neces- 
sary to  avoid  any  breach  of  contract  on  outstanding  bonds. 

(5)  That  the  head  of  each  agency  in  the  executive  department  of 

the  state  government,  except  the  lieutenant  governor  and  the 
state  auditor,  be  placed  by  law  under  the  supervision  of  the 
governor  in  accordance  with  the  responsibility  vested  in  the 
governor  by  the  constitution. 

(6)  That,  so  far  as  possible  and  feasible,  all  administrative 

responsibility  for  the  conduct  of  the  v;ork  of  each  state 
agency  be  vested  in  a  single  administrative  officer  as  the 
head  of  such  agency. 
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(7)  That,  for  state  agencies  where  quasi-legislative  or  quasi- 

judicial  action  of  major  importance  is  required,  a  board, 
preferably  of  three  members  serving  for  relatively  long 
terms,  be  provided,  to  be  appointed  by  the  governor,  except 
as  otherwise  specified  by  the  constitution;  but  that  such 
boards  be  restricted  in  their  authority  to  those  matters  it 
is  essential  be  dealt  with  by  a  board. 

(8)  That  the  membership  of  boards  be  not  representative  of  the 

special  interests  affected  by  the  operations  of  the  agencies 
the  boards  serve . 

(9)  That,  wherever  feasible,  each  board  be  given  responsibility 

for  board  activity  in  conjunction  with  all  state  agencies 
operating  in  one  broad  related  field. 

(10)  That  an  executive  cabinet  be  established  comprising  the  ad- 

ministrative heads  of  the  departments  recommended  later  and 
having  as  its  executive  officer  a  permanent  "executive 
deputy." 

(11)  That,  besides  those  assigned  to  the  offices  of  state  auditor, 

lieutenant  governor,  and  governor,  and  to  the  proposed  execu- 
tive cabinet,  all  administrative  responsibilities  of  the 
executive  department  be  consolidated  into  (a)  not  to  exceed 
twenty  departments,  v;ith  (b)  not  more  than  six  appointed 
boards  of  the  type  previously  referred  to,  (c)  such  occupa- 
tional examining  boards  as  may  be  retained,  and  (d)  the  ex 
officio  boards  established  by  the  constitution. 

(12)  That  the  twenty  departments  bo  as  follows: 

Departments  headed  by  elected  officers: 

Department  of  state 
Department  of  law 
Department  of  the  treasury 

Departments  headed  by  individual  officers  appointed  by  the 
governor  and  with  full  responsibility  for  administering 
the  affairs  of  the  department  except  to  the  extent  such 
responsibility  is  vested  in  boards  by  the  constitution, 
or  under  requirements  of  federal  regulations: 

Department  of  finance 

Department  of  revenue 

Department  of  local  government  service 

Department  of  commercial  supervision 

Department  of  conservation 

Department  of  highways 

Department  of  labor 

Department  of  liquor  control 

Department  of  live  stock  and  dairying 

(continued  on  next  page) 
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(12)  (Continued) 

Department  of  military  affairs 

Department  of  public  health 

Department  of  public  safety 

Department  of  public  service 

Department  of  public  welfare 

Department  of  public  works 

Other  departments,  as  described  later: 

Department  of  education 

Department  of  occupational  standards 

(15)   That  the  department  of  education  be  headed  by  the  board  of 

education  having  two  executive  officers,  namely:   president 
of  the  University  of  Montana  appointed  by  the  board  and  in 
charge  of  higher  education,  and  superintendent  of  public  in- 
struction in  charge  of  all  elementary  and  secondary  educa- 
tion, special  schools,  and  miscellaneous  education  activi- 
ties . 

(l[|.)   That  the  department  of  occupational  standards  embrace  the 
various  occupational  examining  boards  and  that  in  it  some 
provision  be  made  for  coordinating  their  work. 

(15)  That,  in  addition  to  the  boards  established  by  the  constitu- 

tion, and  the  occupational  examining  boards,  there  be  only 
the  following  appointed  boards: 

Unemployment  compensation  commission 
Board  of  public  service 
Board  of  welfare  and  health 
Board  of  planning  and  works 

(16)  That  the  statutory  functions  of  all  existing  state  agencies 

in  the  executive  department  be  transferred  to  the  various 
agencies  listed  in  previous  recommendations;  and  that,  when 
the  functions  are  so  transferred,  the  existing  agencies 
established  by  statute  and  not  listed  be  discontinued. 

(17)  That,  if  any  of  the  alternative  plans  suggested  in  the  report 

are  adopted  in  lieu  of  the  "preferred"  plan,  the  necessary 
adjustments  be  made  in  earlier  recommendations. 

(18)  That  when  any  remunerative  office  for  which  a  term  is  speci- 

fied is  abolished  in  the  course  of  the  reorganization,  pro- 
vision be  made  for  retention  of  the  Incumbent  in  some  close- 
ly related  office  without  financial  loss  to  him,  or  for 
postponement  of  the  effective  date  of  the  particular  change 
until  the  expiration  of  his  term. 
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Recommendations  for  Long  Range  Adoption: 

(19)  That  the  lieutenant  governor  and  the  state  auditor  be  trans- 

ferred from  the  executive  to  the  legislative  department  by 
constitutional  amendment. 

(20)  That  constitutional  restrictions  on  the  maximum  n\amber  of 

senators  and  representatives  in  the  legislative  assembly- 
be  adopted  to  prevent  future  changes  in  population  or  in- 
creases in  the  number  of  counties  from  bringing  about  legis- 
lative bodies  of  unwieldy  size. 

(21)  That  election  of  the  clerk  of  the  supreme  court,  provided  for 

in  the  constitution,  be  discontinued  and  that  the  office  bo 
filled  by  appointment  of  the  court. 

(22)  That  the  designation  by  the  constitution  of  the  justices  of 

the  supreme  court  as  members  of  a  supervisory  board  over  in- 
vestments be  repealed,  since  this  is  an  executive  and  not  a 
judicial  ftmctlon. 

(25)   That  consideration  be  given  to  constitutional  amendments  dis- 
continuing election  as  the  means  of  selecting  the  attorney 
general,  the  secretary  of  state,  the  state  treasurer,  and 
the  superintendent  of  public  Instruction  and  permitting  ap- 
pointment of  those  officers  by  the  governor  or  in  such  other 
manner  as  may  be  specified  by  law. 

(2I4.)   That  the  constitution  be  amended  to  relieve  the  state  exam- 
iner of  responsibility  for  the  audit  of  state  agencies;  and 
that  consideration  be  given  to  repealing  the  v/hole  section 
establishing  the  office  in  order  that  it  may  be  merged  with 
either  the  proposed  department  of  finance  or  revenue. 

(25)  That  the  provisions  for  the  board  of  equalization  in  its 

present  form  be  eliminated  from  the  constitution  and  its 
functions  as  a  board  for  the  proposed  department  of  revenue 
be  transferred  to  the  proposed  board  of  finance. 

(26)  That  the  constitution  be  amended  to  discontinue  all  ex 

officio  boards  established  by  it,  except  the  board  of 
pardons;  and  that  the  state  auditor  be  replaced  on  that 
board  by  the  director  of  public  welfare  or  by  a  member  of 
the  supreme  court. 

(27)  That  an  appointed  board  of  finance  be  substituted  for  the 

ex  officio  board  of  examiners  and  state  depository  board, 
to  the  extent  boards  are  required. 

(28)  That,  as  conditions  permit,  the  number  of  departments  be 

further  reduced  below  the  twenty  suggested. 
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SCHEDULE    I    -   LIST    OF   AGENCIES   .AND   OFFICERS    OP   THE  EXECUTIVE  DEP/RT- 
MSNT    OF    THE   MONTANA   STATE   GOVERNJIENT,    SHOWNG   TYPES   AND   METHODS    OP 
SELECTION    OF   THE   MANAGING  AUTHORITIES;    AND  INDIC/TING  V.'HERE   PRIN- 
CIPAL DISCUSSION    OF   THE  AGENCY   OCCURS   IN   THE   BODY   OP  THIS   REPORT 


Reference 

Number-"- 

A.  Officers  elected  by  the  people  (for  terms  of  four 

years)  : 

Governor ,  .  3 

Lieutenant  governor = 1 

Secretary  of  state 5,  9 

Attorney  general . ,  6,  22 

State  treasurer , 7 

State  auditor 2,11,8 

Superintendent  of  public  instruction I5 

B.  Boards  with  members  elected  by  the  people: 

Board  of  railroad  commissioners  of  the 
state  of  Montana 

3  members  -  overlapping  terms  of  6  years., 22 

C.  Individual  heads  or  executive  officers  of  agencies 

appointed  by  the  governor: 

Adjutant  general 1° 

Co;nr:iissioner  of  agrlc^ilture ,  labor,  and 

Industry 13,15,17,8, 

11,20,22 

Ciistodian  of  records  of  the  Grend  Army  of 
the  Republic  and  the  United  Spanish  War  Veterans     I3 

Custodian  of  the  state  capitol 8,  ^k 

State  engineer ■  - o  « 

State  examiner,, ••••  10,11,2,0 

State  forester 12 

Superintendent  of  the  state  insane  asylum  23 

Commissioner  of  state  lands  and  investments 12,7 

Warden  of  the  state  prison i^'^""" 

State  purchasing  a'';ent 

President  of  the  Montana  state  tuberculosis 
sanitarium 


8' 

23 


^^The  reference  numbers  opposite  the  items  in  this  schedule 
refer  to  the  numbered  sections  in  the  latter  part  of  the 
main  text  of  this  report.  Opposite  each  agency  is  shovm 
the  number,  or  numbers,  of  the  section  in  which  appears 
the  principal  discussion  of  the  disposition  of  the  func- 
tions of  the  agency  under  the  proposed  plan  of  organiza- 
tion. References  to  alternative  suggestions  are  not 
uniformly  made. 


96 


Reference 

Niiinber 


D.  Boards  with  all  members  appointed  by  the  governor; 


Montana  agricultural  conservation  board-::-  I5 

State  board  of  arbitration  and  conciliation  15 

Montana  armory  board  2lj. 

State  athletic  comr.iission  21 

Board  of  embalmers  and  funeral  directors  of 

the  state  of  Montana  I9 

State  board  of  equalization  9 

Abstracters  board  of  examiners  I9 

Board  of  architectural  examiners  I9 

Board  of  barber  examiners  I9 

Montana  state  examining  board  of  beauty  culturists---  I9 

State  board  of  chiropractic  examiners  19 

State  board  of  dental  examiners  of  the  state  of 

Montana-:;-  19 

Board  of  medical  examiners  19 

Board  of  examiners  for  nurses-::-  19 

Montana  state  board  of  examiners  in  optometry  ....  I9 

State  board  of  osteopathic  examiners  19 

Board  of  examiners  in  photography 19 

State  board  of  veterinary  medical  examiners*  19 

State  fish  and  game  cominission  12 

Montana  state  board  of  food  distributors-:;-  20,  22 

Montana  grass  conservation  commission-:;-  12 

State  board  of  health  of  Montana-::-  20 

State  highv;ay  commission  Iq-j  21 

Board  of  trustees  of  the  historical  and  miscel- 
laneous library  15 

Montana  liquor  control  board  lo>  21 

Livestock  commission  21,  12,  I7 

Merit  system  council  (not  established  specifically 

by  law )  ° 

Oil  conservation  board  of  the  state  of  Montana  ...  22,  9 

Montana  state  park  commission  12 

Montana  state  board  of  pliarmacy-:;- 19 

Unemployment  compensation  commission  of  Montana  ..  15 

Veterans '  memorial  fund  commission-::-  21^ 

State  board  of  public  v;elf are  25 

Veterans'  welfare  commission  25 


*  Governor  restricted  in  appointments  to  members  of,  or 
persons  nominated  by,  private  organizations. 
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Reference 

Number 

E.  Boards  v/ith  one  or  more  members  appointed  by  the 

governor  and  one  or  more  members"  serving  ex 
officio: 

Montana  state  commission  for  the  blind  I3 

State  board  of  chiropody  medical  examiners-:;- I9 

State  board  of  education  I3 

Executive  board  of  Montana  State  University  I5 

Executive  board  of  Montana  State  College  I5 

Executive  board  of  Montana  School  of  Mines  I5 

Executive  board  of  Northern  Montana  College  I3 

Executive  board  of  Montana  State  Normal  College  . .  I3 
Executive  board  of  Eastern  Montana  State  Normal 

School  13 

Executive  board  of  Montana  State  School  for  the 

Deaf  and  Blind  I5 

Executive  board  of  Montana  State  Industrial  School  I3 

Executive  board  of  State  Orphans '  Home  I5 

Executive  board  of  Montana  State  Training  School  .  25 
Executive  board  of  State  Vocational  School  for 

Girls  15 

Executive  board  of  Montana  State  Tuberculosis 

Sanitarium - 25 

Montana  state  board  of  forestry-^-  12 

State  board  of  hail  insurance-:;-  11,  15 

Industrial  accident  board  15,  1>  U,  21 

State  library  extension  commission  15 

Milk  control  board  1? 

State  soil  conservation  cominittee  

State  vifater  conservation  board 

F.  Ex  officio  boards  (boards  made  up  entirely  of  members 

serving  ex  officio  and  boards  designated  by  separate 
names  in  secondary  capacities): 

Board  of  state  canvassers  5>  25 

Carey  land  act  board  2I4. 

State  depository  board  7 

State  electrification  authority  24 

Montana  state  board  of  entomology  ^"^  o 

Board  of  examiners °'  7>  25 

Board  of  administrators  of  the  farmers'  institute  Note  C 

Furnl shing  board  Ji 

State  board  of  coi.mils  si  oners  for  the  Insane  2$ 

State  Insurance  comraission ° 

State  board  of  land  comralss loners  12,  7 

-«-  Governor  restricted  in  appointments  to  members  of,  or 

persons  nominated  by,  one  or  more  private  organizations. 

Note  C:   Repeal;  no  farmers'  Institute  now. 
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Reference 

Number 


F.  Ex  officio  boards  (boards  made  up  of  members  serving 

ex  officio  and  boards  designated  in  secondary  capa- 
cities) (continued): 

Board  of  trustees  of  the  law  library  

State  board  of  library  examiners  

Livestock  sanitary  board  

Board  of  pardons 

State  planning  board  

Board  of  state  prison  commissioners  

Public  service  commission  of  Montana  , 

Science  commission  of  Montana 

Supervisory  board  (over  investments)  

State  temperance  commission  

Montana  trade  commission 

State  board  of  voting  machine  commissioners  

G.  Boards  with  some  ex  officio  members  and  an  officer 

of  a  private  organization  designated  by  law  as 
members: 


Note  A 
17 

22 

12 

22 

5 


state  board  of  eugenics  

Stallion  registration  board  

H.  Boards  with  some  members  appointed  by  the  governor 
and  an  officer  of  a  private  organization  designated 
by  law  as  members : 

Board  of  managers   of  the  Montana  soldiers'  home 

I.  Unclassified  boards  with  members  selected  in  dif- 
ferent combinations  of  wa^B  f rom  those  previously 
listed: 

State  board  of  educational  examiners  -  part  ex 
officio;  part  selected  by  state  board  of  edu- 
cation   • 

Board  of  examiners  in  accountancy  -  appointed 
by  state  board  of  education  

State  fair  advisory  board  -  members  appointed  by 
boards  of  county  commissioners  

Retirement  board  of  the  teachers'  retirement 
system  -  part  ex  officio;  part  selected  by 
state  board  of  education  


23 
17 


25 


15 
19 

Note  B 

15,  7 


Note  A:   See  "Judicial  Department." 

Note  B:   Repeal;  since  there  is  no  longer 


a  state  fair. 
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Reference 

Number 

J.  Individual  heads  or  executive  officers  of  agencies 
appointed  by  state  boards  or  state  officers  other 
than  the  governor: 

Appointed  by  the  state  board  of  education: 

Chancellor  of  University  of  Montana  (vacant)  ..  I3 

President  of  Montana  State  University  I3 

President  of  Montana  State  College  I5 

President  of  Montana  School  of  Mines  I5 

President  of  Northern  Montana  College  I5 

President  of  Montana  State  Normal  College  I5 

President  of  Eastern  Montana  State  Normal 

School  « 15 

President  of  Montana  State  School  for  the"  Deaf 

and  Blind  I5 

President  of  Montana  State  Industrial  School  ..  I5 

President  of  State  Orphans '  Home I3 

President  of  Montana  State  Training  School  ....  25 
Director  of  Montana  state  bureau  of  mines  and 
geology  (position  filled  by  president  of 

Montana  School  of  Mines )  15 

Supervisor  of  bureau  of  vocational  rehabili- 
tation    15 

Appointed  by  the  board  of  examiners: 

State  accountant  8,  2 

Clerk  of  the  board  of  examiners  8 

Appointed  by  the  state  highway  commission: 

State  highviray  engineer 1^- 

Supervisor  of  the  Montana  highway  patrol  21 

Appointed  by  the  executive  board  of  the  state 
vocational  school  for  girls: 
Principal  of  the  state  vocational  school  for 
girls  • • ^5 

Appointed  by  the  superintendent  of  public  instruc- 
tion: 
Director  of  the  state  correspondence  school  ...     I5 

Appointed  by  the  warden  of  the  penitentiary: 
Superintendent  of  the  bureau  of  criminal  iden- 
tification and  investigation  21 

Appointed  by  the  state  auditor  and  commissioner 
of  insurance,  ex  officio: 
State  fire  marslial  ^^>   21,  15 


Note:   Other  executive  officers  appointed  by  the  boards  under 
which  they  work  have  been  omitted. 
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Referenco 
Number 


K.  3x  officio  designations  of  state  officers: 

Title  Filled  Ex  Officio  By 

Superintendent  of  banks     State  examiner  

State  entomologist         Entomologist  of  the 

Montana  State  College 

Farm  storage  commissioner   Commissioner  of  agricul- 
ture, labor,  and  in- 
dustry   

Commissioner  of  insurance   State  auditor  

Investment  commissioner    State  auditor 

Real  estate  commissioner    Commissioner  of  agricul- 
ture, labor,  and  in- 
dustry   

General  recorder  of  marks   Secretary  of  livestock 
and  brands  commission  

Registrar  of  motor  vehicles  Warden  of  state  peni- 
tentiary   

State  sealer  of  weights     Commissioner  of  agricul- 
and  measures               ture,  labor,  and  in- 
dustry   


11 
15 


11 
11,  8 
11 


11 
21 

21 

22,  21 


neiena,  f., 
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REPORT  OK 
FINMCIAL  ADMnJISTRATION 


Introduction; 

This  report  deals  ivith  the  present  and  proposed  financial  administra- 
tion of  the  state  government  and  with  the  organization  and  procedures  involved. 

To  supplement  the  material  in  the  main  text  of  the  report,  a  series  of 
appendixes  numbered  from  I  to  VII  are  added.  They  give  the  sane  type  of  general 
descriptive  material  as  to  each  of  the  existing  fiscal  agencies  that  is  to  be 
found  in  the  several  "agency"  reports  of  this  series  dealing  v;ith  other  units  of 
the  state  government. 

Also,  as  Exhibit  A,  the  draft  of  a  suggested  fiscal  code  is  presented 
in  conjunction  with  this  report.  This  draft  of  a  proposed  fiscal  code  is  in- 
cluded on  the  assumption  that  it  will  be  desired  to  enact  legislation  at  the 
appropriate  time  to  put  into  effect  as  much  of  the  proposed  organization  and  of 
the  accompanying  procedures  set  forth  in  this  report  as  can  be  adopted  without 
constitutional  amendment. 

Any  criticisms  that  may  be  expressed  or  implied  in  the  following  pages 
are  in  no  way  to  be  taken  as  suggesting  mismanagement  on  the  part  of  the  state 
officers  engaged  in  financial  administration.  On  the  contrary  it  has  been  found 
that  these  officers  have  not  only  performed  their  regular  duties  remarkably  well 
but  have  displayed  considerable  initiative  in  meeting  and  solving  many  problems 
confronting  them  bj--  the  confused  and  poorly  coordinated  statutes  relating  to  the 
fiscal  affairs  of  the  state.  The  recommendations  put  forward  herein  are  designed 
to  provide  the  machinery  to  facilitate  the  carrying  out  of  sound  policies  such  as 
the  state's  officers  have  been  trying,  under  great  handicaps,  to  apply. 

Significance  of  Financial  Administration; 

The  term  "financial  administration"  is  used  in  this  report  in  a  broad 
sense  to  include  all  the  processes  involved  in  collecting,  budgeting,  appropriat- 
ing, and  spending  public  money;  in  accounting  for  the  assets,  the  liabilities,  and 
the  financial  transactions  of  the  state  government;  and  in  reporting  upon  income 
and  expenditures,  receipts  and  disbursements,  and  the  condition  of  funds  and 
appropriations.  Tax  administration  is  not  included  within  the  scope  of  this  re- 
port. 

Accounting,  auditing,  budgeting,  appropriating,  financial  reporting, 
and  all  methods  of  expenditure  control,  are  only  the  tools  for  financial  ad- 
ministration, which  itself  is  one  of  the  most  important  managerial  functions  of 
government. 

No  activity  of  government  can  be  carried  on  v;ithout  funds,  Financial 
administration  embraces  the  problems  involved  in  providing,  allotting,  and  using 

them.. 

In  weighing  the  relative  importance  of  the  various  functions  and 
activities  of  government,  in  an  endeavor  to  ;vork  out  equitable  appropriations  and 
allocations  of  funds,  vital  questions  affecting  to  a  greater  or  less  degree  every 
anit  of  the  government  service,  and  the  welfare  of  every  citizen  of  the  state, 
^9re  involved.  These  questions,  while  they  resolve  themselves  into  the  determina- 
tion of  how  much  money  shall  be  appropriated  to  each  department,  board,  and 
;ommission,  really  have  to  do  with  how  much  money  shall  be  spent  for  the 
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protection  of  life  and  property;  how  much  for  the  relief  of  the  afflicted  and  the 
needy;  how  much  for  the  education  of  children  and  adults;  how  much  for  better 
highways;  and  how  much  for  each  other  activity  of  government, 

Financial  administration  thus  touches  the  very  foundations  of  the  social 
and  economic  welfare  of  the  people.   In  it  is  bound  up  the  control  of  all  govern- 
ment activities. 

It  is  also  concerned  with  the  elimination  of  waste  and  extravagance  and 
with  the  skillful  handling  of  funds  so  as  to  take  full  advantage  of  both  the 
earning  power  and  the  purchasing  power  of  the  dollar.  It  should  insure  that  the 
expenditure  of  each  dollar  of  public  moneys  secures  even  gredier  results  than  would 
a  similar  expenditure  privately  made.  Through  putting  every  dollar  to  work  and 
realizing  on  its  full  value,  effective  financial  administration  can  reduce  the 
total  number  of  dollars  to  be  extracted  from  the  taxpayers.  It  can  thus  insure 
trae  economy  and  efficiency. 

Need  for  Executive  Control  of  the  State's  Finances; 

This  report  contemplates  the  acceptance  of  certain  basic  principles  as 
underlying  the  effective  operation  of  a  sound  plan  of  financial  administration. 
:!any,  in  fact  most,  of  these  ririnciples  are  now  generally  recognized  and  accepted 
in  the  administration  of  the  state's  affairs  and  vjould  not  need  to  be  listed 
here,  although  later  in  this  report  certain  suggestions  are  made  which  are  design- 
ad  to  improve  their  application.  Some  reference  does,  however,  need  to  be  made 
to  a  few  principles  that  have  been  overlooked  in  the  development  of  the  present 
organization  and  procedures. 

It  is  the  proper  responsibility  of  the  executive  branch  of  the  govern- 
ment to  develop  a  complete  financial  plan  for  each  fiscal  year,  taking  full 
account  of  such  questions  as  what  moneys  are  to  be  available,  v/hat  services  need 
to  be  rendered,  and  what  the  cost  of  such  services  will  be,  and  also  all  other 
factors  that  may  influence  the  plan.  Such  a  plan,  v.'hen  prepared  in  form  for  easy 
interpretation,  should  be  submitted  to  the  legislative  assembly  for  approval,  sub- 
ject to  whatever  modifications  it  may  choose  to  make. 

The  action  of  the  legislative  assembly  takes  the  form  of  necessary 
revenue  measures  and  an  appropriation  act.  It  is  in  connection  with  the  interpre- 
tation of  the  meaning  of  legislative  appropriations  that  the  need  for  a  change  in 
the  popular  view  in  the  state  is  most  urgent,  VJithout  such  change,  no  plan  of 
financial  administration  for  the  management  of  the  state's  finances  can  operate 
Bffectively  in  times  of  stress. 

Appropriations  should  be  regarded  as  the  maximum  limits  of  authoriza- 
tions to  spend  and  not  as  mandates  to  spend  the  full  amounts  indicated.  The  gover- 
lor,  as  the  head  of  the  executive  branch,  acting  through  an  appropriate  administra- 
■-ive  agency,  must  be  given  authority  to  hold  expenditures  within  the  maximums  set 
'Y   the  legislative  assembly.   Ee  should  not  only  be  required  to  prevent  the  ex- 
enditure  of  moneys  in  excess  of  appropriations,  but  should  also  be  authorized  to 
top  any  unnecessary  or  extravagant  expenditures,  particularly  where  unexpected 
hanges  occur  in  the  needs  of  an  agency;  any  expenditures  for  purposes  not  author- 
zed  by  legislative  enactments;  and  also  any  expenditures  in  excess  of  cash  funds 
vailable  for  the  purposes  of  the  expenditure. 

The  principal  point  of  divergence  from  the  present  theory  and  practice 
3uld  be  the  delegation  by  the  legislative  assembly  to  the  appropriate  fiscal 
Irficer  of  the  executive  branch  the  authority  thus  to  curtail  expenditures  under 
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appropriations  when  conditions  justified  such  curtailment.  Fcretofore,  this 
right  of  curtailment  has  been  generally  regarded  as  non-existent  except  as  the 
head  of  the  particular  agency  to  which  an  appropriation  was  made  might  see  fit  to 
expend  amounts  less  than  the  appropriation. 

The  present  theory  has  developed  from  the  tendency  to  regard  the  execu- 
tive branch  of  the  government,  not  as  a  single  organization  unit  headed  by  the 
governor  as  contemplated  by  the  constitution,  but  instead  as  an  aggregation  of 
loosely  associated  independent  agencies.  This  subject  is  further  discussed  in  the  ^ 
report  of  this  series  dealing  with  the  general  organization  structure  of  state 
government . 

As  an  outgrowth  of  this  erroneous  conception,  there  has  been  no  dis- 
cretion left  to  the  governor  or  any  other  administrative  officer  in  the  matter  of 
adjusting  the  financial  plans  of  the  state  as  a  whole  to  conform  to  changing  con-  / 
ditions,  and  no  adequate  provision  has  been  made  for  meeting  emergency  situations. 

Besides  the  right  to  curtail  expenditures,  provision  needs  to  be  made\ 
for  some  means  whereby  emergencies  and  unforeseen  contingencies  can  be  met  during 
the  long  interval  betv/een  legislative  sessions.  Subject  to  adequate  safegaards 
and  v;ithin  specified  limits,  the  governor,  acting  through  the  proper  fiscal 
officers, ' should  be  given  authority  to  make  adjustments  and  transfers  in  appro- 
priations, within  the  totals  authorized  by  the  legislative  assembly,  v;hen  it  be- 
comes essential  in  the  interests  of  the  public  welfare. 

One  other  principle  that  needs  to  be  recognized  is  that  the  legislative 
assembly  should  be  informed  by  an  independent  post-auditing  official  of  the  manner 
in  which  the  financial  plans  it  approves  are  being  carried  out. 

Outline  of  Existing  Organization  for  Financial  Administration; 

There  is  actually  no  provision  in  the  organization  structure  of  the 
state  government  for  any  central  fiscal  agency  or  agencies  responsible  for  active 
management  or  administration  of  all  of  the  financial  affairs  of  the  state,  al- 
though several  attempts  have  been  made  by  the  legislative  assembly  to  make  some 
such  provision  through  such  measures  as  the  budget  act,  the  act  creating  the  pur- 
chasing department,  and  the  legislation  dealing  with  the  fiscal  functions  of  the 
state  board  of  examiners. 

In  spite  of  this  legislation,  it  remains  a  fact  that  after  the  appro- 
priation acts  are  passed  the  various  spending  agencies  are  left  to  handle  finan- 
cial matters  very  much  as  they  please  and  to  use  the  appropriations  as  if  they 
were  bank  accounts. 

In  theory,  the  state  board  of  examiners  is  the  chief  financial  agency 
of  the  state  government  with  responsibilities  involving  preaudit,  recording, 
accounting,  budgeting,  and  approval  of  claims  for  payment.  The  state  board  of 
examiners  has  a  small  staff  which  does  certain  work  in  the  preaudit,  recording, 
.and  approval  of  claims.  The  state  accountant  under  the  direction  of  the  board 
furnishes  the  staff  services  necessary  for  budget  preparation  and  accounting. 

The  disbursement  function  is  divided  between  the  state  auditor  and  the 
state  treasurer  and  both  find  it  necessary  to  maintain  rather  extensive  account- 
ing records,  some  of  which  are  duplications  of  similar  records  maintained  in  other 
offices. 

The  state  auditor  is  charged  with  the  responsibility  for  current  auiit 
|>f  receipts  and  disbursements,  while  the  state  examiner  and  the  state  accountant 
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There  is  a  state  purchasing  department  to  discharge  the  purchasing 
function.  Finally,  treasury  administration  is  vested  in  the  state  treasurer,  the 
state  depository  board,  and  the  state  toard  of  land  commissioners  acting  in  con- 
junction with  the  department  of  state  lands  and  investments. 

The  organization  and  functions  of  each  of  these  agencies,  except  the 
state  board  of  land  commissioners  and  the  department  of  state  lands  and  invest- 
ments, are  described  in  more  detail  in  the  appendixes  to  this  report. 

Weaknesses  of  the  Existing  Organization  for  Financial  Administration : 

Principles  of  Organization  for  Fiscal  TTanagemen^:  Certain  established 
principles  of  good  organization  relate  p"articularly  to  the  organization  structure 
of,  and  the  relationships  among,  the  state  fiscal  office.  Without  their  appli- 
cation, no  fully  effective  plan  of  financial  administration  can  be  established. 
The  most  important  of  these  principles  may  be  stated  briefly  as  follows: 

The  plan  of  organization  should  distinguish  among  (a)  policy-forming  or 
quasi- judicial  functions,  (b)  purely  administrative  and  service  functions, 
and  (c)  independent  poetauditing  functions,  with  the  appropriate  assign- 
ment of  each  of  these  groups  of  functions  to  the  type  of  agency  best  adapt-^ 
ed  to  exercise  it. 

The  organization  should  make  adequate  provision  for  exercise  of  the  several 

functions  of  financial  administration,  v;ith  a  clear-cut  assignment  of 
responsibility  for  each  such  function. 

The  plan  of  organization  should  provide  for  the  coordination  of  all  the  ad- 
ministrative functions  in  the  financial  management  of  the  state's  affairs 
through  a  single  agency  under  a  single  executive  officer,  to  permit  the^ 
integration  of  financial  procedures. 

The  application  of  each  of  these  principles  and  the  v;eaknesses  of  the 
present  organization  for  financial  administration  brought  about  by  failure  to 
adhere  to  such  principles  are  discussed  in  the  paragraphs  that  follow. 

Present  Failure  to  Distinguish  Among  Different  Kinds  of  Functions: 
Under  the  traditional  division  of  powers  among  the  legislative,  executive,  and 
judicial  branches,  the  distinctions  referred  to  in  the  principles  listed  in  the 
foregoing  section  can  and  should  be  logically  applied. 

The  legislative  branch  should  determine  what  services  the  government 
shall  render  to  the  people  and  hov;  extensive  each  service  shall  be;  should  author- 
ize ell  expenditures  for  the  government;  and  should  provide  the  means  for  meeting 
them. 

The  executive  branch  of  the  government  should  be  responsible  for  carry- 
ing out  the  plans  and  policies  of  the  legislature,  as  expressed  in  the  appropria- 
tion and  revenue  acts  and  in  the  grants  of  power  to  the  several  departments. 

The  judicial  branch  is  not  routinely  involved  in  fiscal  matters. 

The  governor,  as  the  head  of  the  executive  branch,  responsible  for 
carrying  out  the  policies  of  the  legislature  and  administering  the  affairs  of  the 
;5tate,  must  necessarily  have  the  fecilities  at  his  disposal  to  administer  the 
I'inances  of  the  state,  as  well  as  other  functions.  In  this  connection,  it  is 
:issential  that  he  should  have  a  reasonable  measure  of  control  over  the  fiscal 
iigencies  which  do  the  detailed  work  in  connection  with  handling  the  state's  tl- 
;.ances. 
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The  leeislature,  on  the  other  hand,  should  have  some  means  of  insuring\ 
that  the  administration  carries  out  its  policies  and  plans  and  should  be  placed   \ 
in  possession  of  the  facts  as  to  wherein  the  administration  fails  to  carry  out     \ 
these  policies  and  plans  or  fails  to  provide  efficient  and  economical  management.  \ 
This  insurance  can  best  be  provided  by  requiring  that  the  independent  postaudit- 
ing  be  done  by  a  qualified  officer  responsible  to  the  legislative  assembly,  pro-    I 
vided  adequate  facilities  are  set  up  throu,  h  a  legislative  committee,  or  com-     / 
mittees,  for  the  analysis,  review,  and  interpretation  of  the  findings  and  con-   / 
elusions  of  the  postaudi.ting  officer,  ^ 

These  principles  have  not  been  followed  in  the  establishment  of  the 
organization  for  financial  administration  in  the  state  government.  The  governor's 
responsibility  for  administrative  matters  is  shared  with  other  members  of  the 
board  of  examiners  and  with  elected  state  fiscal  officers.  The  postauditing  is 
done  by  tvjo  officers,  one  of  whon,  the  state  accountant,  is  under  the  control  of 
the  board  of  examiners  and  the  governor,  while  the  other,  the  state  examiner,  is 
responsible  directly  to  the  governor.  Thus,  what  postauditing  is  done  is  not  in- 
dependent postauditing;  instead,  responsibility  for  it  is  entangled  with  the  re- 
sponsibility for  authorizing  the  transactions  that  require  audit. 

Not  only  are  the  administrative  functions  of  financial  raanagement  di- 
vided among  various  officers  not  directly  under  the  control  of  the  governor,  but 
there  is  insufficient  recognition  of  vjhat  types  of  functions  should  be  assigned 
to  a  single  executive  officer  and  vjhat  types  should  be  assigned  to  a  board. 

It  is  highly  desirable  that  the  responsibility  for  quasi-legislative 
and  quasi-judicial  functions  should  be  vested  in  a  Jboard  v;hose  members  serve  for 
overlapping  terms  to  insure  against  abrupt  changes  in  policy.  Such  a  board  should 
operate  in  connection  vjith  the  f;eneral  raanagement  of  such  of  the  state's  financial 
affairs  as  involve  the  determination  of  questions  of  financial  policy,  the  hear- 
ing and  disposal  of  applications  for  additions  to  specific  appropriations  from  an 
emergency  or  contingent  appropriation,  tlie  hearing'  and  determination  of  disputed 
claims  for  services  rendered  or  supplies  and  materials  furnished  the  state,  the 
hearing  and  determination  of  claims  for  refunds  of  erroneous  payments  to  the 
state,  the  consideration  and  approval  of  rules  and  regulations,  and  the  hearing 
and  determination  of  appeals  from  the  acts  or  decisions  of  the  administrative 
authority.  Matters  such  as  these  require  mature  group  judgment  more  than  they 
require  quick  action  and  clear-cut  responsibility. 

On  the  other  hand,  purely  administrative  work  does  require  quick  action 
and  clear-cut  responsibility,  elements  that  cannot  be  consistently  secured  in 
board  administration.  Such  activities  should  be  carried  on  under  the  supervision 
of  a  qualified  and  capable  executive  officer.  The  conduct  of  purely  administra-^ 
tive  functions  by  a  board,  unless  one  member  so  completely  dominates  the  board  as 
to  be  the  de  facto  administrator,  is  almost  always  charachterized  by  procrastina- 
tion, compromise,  shifting  of  responsibility,  and  lack  of  unity  and  consistency  in 
procedures.  Lx-officio  boards  have  the  same  defects  and  are   even  j.ess  satis- 
factory  than  other  boards  for  administration  matters  because  the  members  of  such 
boards  are  chosen  for  other  aptitudes  than  those  required  for  the  business  of  such 
boards.  Responsibility  for  the  purely  administrative  fiscal  functions  should  be 
vested  in  a  signle,  qualified,  and  competent  administrator  responsible  to  the 
chief  executive  authority  of  the  state. 

Few,  if  any,  fiscal  activities  celling  for  board  action  have  been  assign- 
ed in  Montana  to  single  administrative  officers,  but  on  the  contrary  many  routine 
financial  procedures  which  do  not  require  board  action  are  now  routed  through  the 
board  of  examiners. 
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Lack  of  Coordination  of  the  Processes  of  Financial  Administr&ti on:  As 
is  illustrated  by  the  statements  of  the  functions  of  the  several  fiscal  agencies 
contained  in  the  appendixes  to  this  report,  responsibility  for  the  fiscal  func- 
tions of  the  state  government  is  now  diffused  among  a  number  of  separate  a£encies 
with  little  or  no  regard  for  the  relationships  of  the  various  activities  or  for 
any  attempt  at  integration.  One  of  the  principal  defects  of  the  present  organiza- 
tion for  financial  administration  is  the  complete  lack  of  any  coordinating  author- 
ity qualified  to  design,  install,  and  supervise  the  operation  of  a  unified  system 
under  which  all  budgeting,  purchasing,  accounting,  auditing,  and  fiscal  reporting 
procedures  would  be  integrated. 

Each  of  the  central  fiscal  agencies  and  each  spending  agency,  except 
certain  institutions,  proceeds  in  these  matters  according  to  the  ideas  of  its 
management,  regardless  of  the  requirements  of  other  units.  Both  the  state  examin- 
er and  the  state  accountant  have  been  given  statutory  authority  to  prescribe  the 
accounting  methods  and  procedures  for  the  state  institutions.  In  actual  practice 
the  state  accountant  performs  this  function.  There  is  almost  no  uniformity  in 
forms,  records,  or  procedures  among  the  other  agencies.  This  has  resulted  in  the 
existing  confusion,  not  only  as  to  responsibility  and  authority,  but  also  as  to 
the  true  financial  condition  and  the  true  results  of  the  operations  of  the  state 
government.  It  is  also  responsible  for  the  duplication  of  effort  that  exists. 

Effective  financial  administration  is  largely  dependent  upon  the  co- 
ordination and  correlation  of  the  various  processes  involved.  There  should  be 
well  systematized  the  adequate  budgeting,  accounting,  purchasing,  preauditing, 
and  fiscal  reporting,  all  woven  together  in  a  unified  and  integrated  system  in 
charge  of  an  officer  vjith  authority  to  function  as  the  chief  fiscal  officer  of 
the  state. 

Such  an  officer  should  not  only  be  thoroughly  familiar  with  the  princi-^ 
pies  and  practices  of  successful  office  management,  budgeting,  purchasing,  ac- 
counting, and  auditing,  but  should  have  a  thorough  grasp  of  the  principles  of 
public  administration  and  finance,  and  a  real  appreciation  of  the  financial 
problems  confronting  the  legislature,  the  chief  executive,  and  the  spending  a- 
gencies,  and,  therefore,  the  kind  of  financial  data  needed.  Above  all,  he  should 
have  the  ability  to  prepare  reports  on  the  financial  condition  and  operations  of 
the  state  government  to  convey  all  the  essential  facts  in  attractive  and  reliable 
form  that  the  average  layman  can  understand. 

The  need  for  this  sort  of  coordination  is  not  now  met  in  the  state  or- 
ganization. The  board  of  examiners  more  nearly  has  the  authority  to  meet  it  than 
any  other  agency.  Since  it  is  a  board,  this  agency  is  poorly  adapted  to  carry  on 
such  purely  administrative  functions  as  those  outlined.  As  an  ex-officio  board, 
its  members  have  far  too  many  other  duties  to  permit  them  to  carry  on  any  ex- 
tensive activities  in  connection  with  any  such  responsibilities  the  board  may 
have. 

Criticism  of  the  Present  Provisions  for  the  Exercise  of  Fiscal  Func- 
tions:  The  details  of  the  p'resent  and  proposed  fiscal  systems  are  discussed 
elsewhere  in  this  report.  At  this  point,  hov;ever,  it  seems  necessary  to  comment 
briefly  on  how  certain  functions  are  assigned  to  the  several  agencies  engaged  in 
the  administration  of  fiscal  affairs. 

The  state  board  of  examiners  is  charged  by  law  v;ith  many  administrative 
functions  involving  budgeting,  preaudit  of  obligations  and  disbursements,  ap- 
proval of  claims  against  the  state,  purchasing,  and  the  establishment  of  auxili- 
ary controls  over  the  financial  affairs  of  the  state  by  means  of  rules,  regula- 
jtions,  or  statements  of  policy.  In  order  to  carry  out  these  duties  the  board 
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has  found  it  necessary  to  set  up  under  its  own  jurisdiction  an  administrative  or- 
ganization headed  by  the  clerk  to  the  board  of  examiners.  The  work  performed  by 
this  organization  relates  primarily  to  the  duties  other  than  budgeting.  The  re- 
sponsibility for  developing  the  budget  proposal  has  been  placed  by  the  board  with 
the  state  accountant  which  necessitates  that  he  maintain  a  set  of  accounting  re- 
cords. 

The  accounting  records  maintained  by  the  state  audJ,tor  and  the  state 
accountant  are  not  direct  duplications  in  composition  but  they  do  show  a  direct 
cfuplTcation  "in  responsibility  for  the  maintenance  of  accounting  records.  The 
state  auditor  r.iaintains  records  relative  to  the  distribution  of  receipts  accord- 
ing to  funds  as  does  the  state  treasurer  and  the  state  accountant.  The  state 
auditor  maintains  records  relative  to  the  distribution  of  disbursements  according 
to  funds  and  appropriations.  The  state  treasurer  maintains  records  relative  to 
the  distribution  of  disbursements  according  to  funds.  The  state  accountant  main- 
tains records  of  disbursements  according  to  funds  and  appropriations.  It  is  to 
be  understood  that  each  of  these  officers  maintains  his  records  for  different 
reasons,  but  under  a  unified  system  only  one  set  of  records  would  need  to  be 
ciaintF.ined  to  meet  all  requirem.ents. 

All  the  records  now  maintained  by  the  central  fiscal  agencies  are  main- 
tained upon  the  cash  basis,  as  opposed  to  the  accrual  basis.  There  is  no  pro- 
vision for  central  revenue  and  expenditure  accounting  under  which  all  the  accrued 
revenues  of  any  period,  including  delinquencies,  and  all  the  expenditures  of  any 
period,  including  claims  payable,  could  be  currently  analyzed,  classified,  and 
systematically  recorded  as  the  basis  for  significant  operating  reports.  Except 
for  cash  and  appropriations  no  general  control  accounts  are  maintained  for  the 
state  as  a  whole,  although  the  state  accountant  does  maintain  a  set  of  accounts 
revealing  the  distribution  of  disbursements  according  to  object  of  expenditure  to 
assist  him  in  the  compilation  of  the  budget  document. 

Under  the  statutes  the  state  board  of  examiners,  the  state  auditor,  and 
the  state  purchasing  agent  have  preaudit  functions.  Nevertheless,  there  is  no 
provision  for  systematic  preauditing  in  the  full  sense  of  the  term..   Except  in 
very  minor  incidences  there  is  no  attempt  made  to  control  the  incurring  of  obli- 
gations and  absolutely  no  attempt  made  to  record  obligations  at  the  time  incurred. 
No  rules  and  regulations  have  been  promulgated  to  govern  the  conduct  of  the  pre- 
audit, and  to  insure  that  all  points  that  should  receive  attention  in  connection 
with  each  claim  are  actually  covered. 

As  there  is  no  control  over  the  incurring  of  the  obligation,  there  is 
no  actual  control,  accounting  or  otherwise,  over  the  outstanding  obligations  and, 
consequently,  there  is  no  means  of  finding  out  how  much  the  state  owes  on  out- 
standing accounts  at  any  time. 

There  is  no  satisfactory  provision  for  current  audit  control  of  re- 
ceipts. The  state  treasurer  and  state  auditor  keep  sets  of  accounts  which  are  to 
a  large  extent  just  duDlicates.  This  is  done  under  the  theory  of  "checks  and 
balances."  The  duplication  fails  to  afford  any  check  because  the  treasurer  takes 
the  money  in  ^.nd  subsequently  advises  the  auditor,  throu&li  the  medium  of  receipts, 
of  how  much  he  has  received  and  of  the  funds  to  be  credited.  In  other  woras,  the 
,t"reasurer  virtually  tells  the  auditor  what  charges  to  -fke  against  the  treasury    / 
■and  this  is  the  only  source  of  information  the  auditor  has  as  no  independent  rey^ 
ports  have  been  provided  as  a  basis  for  his  entries. 
1 

In  order  to  provide  for  the  most  effective  kind  of  fiscal  procedures 
md  to  avoid  dunlications  in  effort  and  of  forms  and  records,  it  is  essential 
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that  all  the  procedures  relating  to  budgetin.;?:,  purchasing,  preeuditing,  post- 
suditinp,  personnel  administration,  property  control,  and  accountine  be  inte- 
grated.  V/ithout  integration  the  fiscal  procedures  of  the  state  have  little 
chance  of  adequately  meeting  the  requirements.  The  conflicts  and  duplications 
in  duties  and  responsibilities  that  arise  between  the  various  state  offices  charg- 
ed vjith  the  administration  of  the  various  financial  functions  unless  these  func- 
tions are  assigned  in  conformity  vjith  a  comprehensive,  workable  plan  of  operation 
are  an  effective  bar  to  efficient  operation. 

Proposed  Flan  of  Organization  for  Financial  Admini s tr a t i on ; 

Constitutional  Barriers  to  Sound  Organization;   There  are  relatively 
fev;  constitutional  barriers  to  a  sound  organization  for  financial  administration, 
but  there  are  many  statutory  barriers. 

Chief  among  the  fevj  constitutional  barriers  are  the  provisions  v/hich 
establish  the  state  board  of  examiners  and  prescribe  its  duties  vjith  reference 
to  fiscal  affairs.  It  has  previously  been  pointed  out  that  the  assignment  of 
administrative  functions  to  a  board,  especially  an  ex-officio  board,  is  not  con- 
ducive to  effective  management. 

The  constitution  establishes  the  office  of  state  auditor,  but  under  a 
general  provision  applicable  to  the  auditor  and  other  state  elected  officers  he 
is  directed  to  "perform  such  duties  as  are  prescribed  in  this  constitution  and 
by  the  lavs  of  this  state."  The  constitution  prescribes  no  specific  duties  ex- 
cept membership  on  the  board  of  pardons  and  the  state  depositorj''  board.  Under 
an  ideal  plan  of  st?te  organization,  the  membership  of  the  auditor  on  these 
boards  v;ould  be  discontinued. 

The  constitution  also  establishes  the  office  of  treasurer  and  provides 
certain  duties.  None  of  these,  except  the  unusual  and  inappropriate  requirement 
that  he  shall  approve  all  contracts  for  stationery,  printing,  paper,  fuel,  light, 
etc.,  are  incompatible  vnth  a  sound  plan  of  organization. 

The  constitution  provides  for  the  appointment  of  the  state  examiner  by 
the  governor  with  the  approval  of  the  senate.  It  also  prescribes  as  a  part  of 
the  duties  of  the  office,  the  postauditing  of  the  operations  of  the  state  trec^sur- 
er,  the  supreme  court  cleric,  and  district  court  clerks.  The  constitutional  pro- 
vision that  the  postauditing  of  the  fiscal  affairs  of  the  state  shall  be  done  by 
the  examiner  is  a  barrier  to  sound  organization. 

There  are  tv;o  other  boards  established  by  the  constitution  for  the 
exercise  of  fiscal  functions.  These  boards  are  the  state  depository  board  (al- 
ready mentioned)  and  the  supervisory  board  over  investments,  of  which  the  jus- 
tices of  the  supreme  court  are  members.  Each  of  these  boards  is  composed  of  ex- 
officio  members.   The  duties  and  responsibilities  discharged  by  them  could  better 
be  vested  in  other  state  agencies,  but  their  temporary  continuation  on  the 
present  basis  would  not  seriously  interfere  with  the  establishment  of  an  effec- 
tive organization  for  financial  administration. 

Statutory  Barriers  to  Sound  Organization:  The  statutory  barriers  to  a 
sound  organizetion  for  financial  a'dministretion  are  numerous  -  in  fact,  too 
numerous  to  be  listed  here.  It  will  be  necesssry  to  draft  a  repealer  in  general 
or  specific  terms  of  the  confliction  of  provisions  at  such  time  as  it  is  decided 
to  adopt  legislation  desigjied  to  give  the  state  an  effective  organization  for; 
and  system  of,  financial  administration. 


The  duties  of  all  of  the  fiscal  acencies  are  prescribed  by  law  and,  in 
establishing  a  new  plan  of  organization  for  financial  administration,  probably 
the  simplest  plan  would  be  to  prescribe  the  duties  of  the  fiscal  agencies  and 
repeal  all  existing  laws  in  conflict  with  the  new  plan.  Necessarily  any  change 
in  organiziation  would  also  need  to  be  accompanied  by  changes  in  procedures,  many 
of  which  pre  now  prescribed  by  statute.  The  same  type  of  revision  in  the  statu- 
tory provisions  covering  procedures  would  be  necessary  as  that  suggested  with 
reference  to  organization. 

Proposed  Preliminary  Steps  Pending  Statutory  a nd  Constitutional 
Changes :    Two  major  steps  can  be  taken  in  securing  a  better  fiscal  organization 
and  system  without  v;aiting  for  statutory  or  constitutional  changes.  The  first 
is  the  establishment  of  a  central  accounting  organization  and  system  under  the 
state  accountant,  and  the  second  is  the  adoption  of  the  requirement  that  all 
claims  presented  to  the  state  board  of  examiners  for  passage  must  have  had  the 
approval  of  the  state  accountant  as  to  the  availability  of  funds  and  as  to  the 
propriety  of  purpose  before  the  obligations  represented  by  such  claims  were  in- 
curred. 

The  two  steps,  if  taken,  not  only  vjill  represent  a  distinct  advance  in 
the  management  of  the  fiscal  affairs  of  the  state,  but  also  will  provide  the 
basic  experience  and  information  necessary  for  developing  an  adequate  system  of 
fiscal  administration  at  such  time  as  statutory  and  constitutional  changes  may  be 
made.  By  the  second  of  these  steps,  the  state  will  establish  a  measure  of  con- 
trol over  the  incurring  of  obligations  vjhich  has  in  the  past  given  rise  to  de- 
ficiency appropriations  and  the  condition  v;hereby  the  expenditures  of  one  bi- 
ennium  are  charged  against  the  appropriation  of  the  next. 

In  delegating  to  the  state  accountant  the  duty  and  responsibility  for 
the  developing  of  an  accounting  system  it  is  proposed  that  he  be  required  to  in- 
clude provisions  for: 

(1)  Maintenance  of  all  fiscal  records  now  required  by  low  to  be  main- 

tained by  the  state  board  of  examiners  and  the  state  accountant. 

(2)  Easy  compilation  of  all  financial  reports  now  required  by  statute 

of  the  state  board  of  examiners  and  the  state  accountant  as  well 
as  such  other  reports  as  will  be  found  necessary  for  an  effective 
control  over  the  financial  affairs  of  the  state  government  within 
the  limits  permitted  by  the  statutes. 

(5)   Distribution  of  expenditures  by  appropriations,  funds,  and  objects 
of  expenditure, 

(4)  Distribution  of  receipts  by  funds,  sources  of  revenue,  and  collecting 

agencies. 

(5)  General  controlling  proprietary  and  operating  accounts  for  each  fund 

under  the  control  of  the  state  board  of  examiners. 

(6)  Budgetary  control  accounts  insofar  as  such  accounts  are  permitted  to 

be  effective  under  the  present  statutes. 

(7)  Encumbering  of  fund  and  appropriation  balances  with  the  amounts  of 

approved  a'nd  anticipated  expenditures  and  clearing  such  encumbrances 
from  the  balances  at  the  tine  the  claims  are  presented  for  payment 
and  are  charged  to  the  fund  and  appropriation. 


10. 

(8)   Ascertaining  the  amount  of  accounts  payable  at  any  time  during  a  fiscal 
period  for  any  fund  under  the  control  of  the  state  board  of  examiners. 

As  part  of  the  proposal  that  the  state  board  of  examiners  adopt  what 
is  commonly  called  a  system  of  encumbrances  and  preaudit  it  is  contemplated  that 
they  shall  require: 

(1)  Clearance  of  all  purchase  orders  through  the  office  of  the  state 

accountant  for  his  approval  as  to  the  availability  of  funds  and  as 
to  the  propriety  of  the  contemplated  purchase  before  issuance  to  the 
vendor.  The  procedure  should  be  such,  however,  as  to  make  adequate 
and  practical  provision  for  emergency  purchases  and  other  operating 
problems  faced  by  the  institutions  and  other  agencies. 

(2)  Clearance  of  all  other  contemplated  expenditures  through  the  office  of 

the  state  accountant  for  his  approval  as  to  the  availability  of  funds 
and  as  to  the  propriety  of  the  expenditures,  prior  to  the  incurring 
of  any  obligations  for  such  expenditures, 

(3)  Submission  of  all  claims  to  the  state  accountant  for  checking  and  for 

cleersnce  of  the  encumbrances  before  the  claims  go  to  the  state  board 
of  examiners. 

(4)  Certification  by  the  state  accountant  to  the  effect  that  the  above- 

.nentioned  procedures  had  been  carried  out  on  each  claim  presented  to 
the  state  board  of  examiners  for  passage. 

In  order  to  make  these  improvements  in  nrocedure  possible  it  will  be 
necessary  for  the  state  board  of  examiners  to  make  additional  staff,  equipment, 
and  floor  space  available  to  the  state  accountant.  The  staff  and  most  of  the 
equipment  could  be  made  available  by  transferring  the  staff  and  equipment  now 
assigned  to  the  clerk  of  the  board  of  examiners  and  used  in  the  checking  and  re- 
cording of  cleims  presented  to  the  board.  It  is  anticipated  that  this  transfer 
v/ould  provide  ample  staff  to  enable  the  state  accountant  to  carry  out  his  part 
of  the  plan.  The  matter  of  floor  space  would  have  to  be  settled  by  a  realloca- 
tion of  the  available  space  in  the  capitol  building. 

Proposed  Plan  Requiring  Statutory  Changes  Only:  As  the  second  stage 
in  the  adoption  of  an  organization  that  would  administer  a  complete  and  modern 
system,  it  is  proposed  that  a  number  of  administrative  functions  necessary  to 
financial  control  and  certain  related  staff  services  be  brought  together  in  a 
department  of  finance  headed  by,  say,  a  director  of  finance  appointed  by,  and 
responsible  to,  the  governor.  Specifically,  the  proposed  department  v;ould  have 
the  follov;ing  functions: 

(1)  Budgeting,  as  a  staff  service  to  the  governor. 

(2)  Accounting,  including  the  prescribing  of  the  accounting  procedures 

for  all  state  agencies,  and  fiscal  reporting. 

(3)  Current  auditing,  embracing  the  preaudit  of  expenditures;  current 

audit  control  of  cash,  cash  receipts,  and  receivables;  and  control 
over  the  incurring  of  obligations. 

(4)  Issuance  of  warrants. 

(5)  Purchasing  and  property  control. 
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(6)  Central  office  sorvices,  including  central  p.ail  and  messenger  service. 

(7)  Perhaps  also  certain  functions  relating  to  personnel  administration 

such  as  classification,  pay  standardization,  payroll  administration, 
and  possibly  recruiting. 

Eventually  aunsi-legislative  and  quasi-judicial  functions  might  be 
vested  in  a  "board  of  finance"  composed  of  three  Piernbers  appointed  by  the  gover- 
nor for,  say,  six-year  overlapping  terms  which  v;ould  constitute  a  part  of  the 
organization  of  the  department.  But,  vjhile  the  state  board  of  examiners,  creat- 
ed by  the  constitution,  is  in  existence,  it  should  act  as  a  "board  of  finance". 

It  is  recommended  that  postaudit  functions  relative  to  state  agencies 
be  vested  in  the  state  auditor  in  order  to  secure  the  advantages  of  having  this 
function  performed  by  an  officer  independent  of  the  authority  responsible  for  the 
administration  of  the  affairs  of  the  state.  Ihe  postaudit  function  relative  to 
local  governmental  units  uould  continue  to  be  administered  by  the  state  examiner 
as  provided  by  the  constitution. 

This  second  stage,  as  broadly  outlined,  '..oula  require  extensive  changes 
in  the  present  statutes.  These  statutory  changes  are  not  listed  here  in  detail 
by  section  and  sub-section,  but  they  should  include: 

(1)  Enactment  of  legislation  providing  for  a  comprehensive  fiscal  code. 

(2)  The  establishment  of  the  department  of  finance  vdth  authority  to 

exercise  all  the  functions  listed  earlier  in  this  section. 

(3)  Repeal  of  the  present  budget  act  and  revjritinj,  of  a  budget  act  as  a 

part  of  the  fiscal  code,  vjhich  would  provide  means  and  methods  of 
effective  budget  administration  not  novj  covered. 

(4)  Repeal  or  revision  of  the  present  lavj  relative  to  the  purchasing  de- 

partment in  order  (a)  to  bring  that  agency  under  th.e  control  of  the 
department  of  finance  as  a  unit  of  the  department,  (b)  to  change  the 
method  of  appointing  the  purchasing  agent,  and  (c)  to  remove  the 
function  of  preaudit  novi   performed  by  the  purchasing  agent. 

Revision  of  the  many  confusing  and  contradictory  sections  of  the 
statutes  relating  to  the  approval  of  contracts  and  to  such  matters 
as  public  printing.  The  control  over  these  matters  would  be  vested 
in  the  department  of  finance  by  the  terms  of  the  fiscal  code. 

(5)  Elimination  of  all  statutory  provisions  v;hich  give  the  state  board  of 

examiners  tuthority  and  duties  relating  to  the  financial  affairs  of 
the  state,  not  required  by  the  constitution,  and  transfer  of  these 

functions  to  the  department  of  finance. 

(5)  Elimination,  insofar  as  is  possible  by  legislative  action,  of  all  pro- 
visions vjhich  give  the  state  auditor  any  authority  or  duties  relating 
to  the  day  to  day  operation  of  the  financial  affairs  of  the  state. 

(7)  Elimination  of  all  statutory  provisions  which  give  the  state  examiner 
postaudit  functions  relating  to  state  agencies. 

(e)  Enactment  of  legislation  which  v;ill  assign  to  the  state  auditor  all 
postaudit  functions  relating  to  state  agencies. 
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(9)   Establishment  of  a  permanent  audit  committee  of  the  legislative 

assembly  to  review  reports  of  the  auditor. 

(10)  Elimination  of  the  office  of  state  accountant  and  all  the  functions 

now  vested  by  statute  in  that  office. 

(11)  Enactment  of  legislation  extending  the  amount  of  control  exercised 

by  the  state  government  over  the  fiscal  affairs  of  local  Governmental 
units  and  assigning  the  administration  of  such  control  to  the  state 
examiner, 

(12)  Such  revision  of  provisions  of  the  statutes  as  is  necessary  to  bring 

about  a  logical  and  coordinated  fund  structure  within  the  fiscal  code. 

The  fiscal  code  should  prescribe  the  form  of  the  appropriation  act. 

A  suggested  draft  of  such  a  fiscal  code  as  is  proposed  is  attached 
to  this  report  as  Exhibit  A. 

Proposed  Flan  Requiring  Constitutional  Changes;   It  is  proposed,  as  a 
final  stage  in  securing  an  effective  organization  for  financial  administration, 
that  certain  conptitutional  provisions  be  eliminated  or  changed  by  amendment. 
After  such  changes  in  the  constitution  have  been  made  it  will  be  necessary  to 
take  certain  legislative  action  to  bring  the  fiscal  code  in  line  v;ith  the  con- 
stitution as  changed. 

Six  of  the  constitutional  changes  proposed  are: 

(1)  Elimination  of  the  state  board  of  examiners.   (The  director  of  finance 

and  a  state  board  of  finance  would  take  over  its  functions.) 

(2)  Elimination  of  the  state  board  of  land  comraissi oners.   (Its  investment 

functions  would  be  assigned  to  the  board  of  finance  and  the  treasurer.) 

(3)  Elimination  of  the  state  depository  board.   (Its  functions  also  would 

be  taken  over  by  the  board  of  finance.) 

(4)  Elimination  of  the  supervisory  investment  board. 

(5)  Discontinuation  of  the  membership  of  the  auditor  on  the  board  of 

pardons, 

(6)  Elimination  of  the  requirement  of  the  approval  on  all  contracts  by 

the  governor  and  the  treasurer. 

Inasmuch  as  it  is  suggested  elsewhere  in  this  report,  that  the  auditor 
report  to  the  legislative  assembly,  there  would  be  sound  reason  for  changing  the 
raethod  of  selecting  the  auditor.  It  would  be  preferable  for  the  auditor  to  be 
selected  by  the  legislative  assembly  as  its  auditing  officer,  rather  than  to  be 
sleeted  bv  popular  vote.  Hovrevor,  the  difficulty  involved  in  securing  the 
amendment  of  the  constitution  to  permit  this  change  may  well  be  a  barrier  too 
serious  to  be  crossed  in  the  face  of  the  relatively  small  advantage  to  be  gained 
5y  the  change  and,  in  the  opinion  of  some  authorities,  the  advantage  is  doubtful. 

If  it  is  found  to  be  necessarv,  which  is  improbable,  there  should  be  a 
Mrther  amendm.ent  clarifving  the  authority  of  the  legislative  assembly  to  complete 
:he   revision  of  the  functions  of  the  auditor  along  the  lines  indicated  in  con- 
liection  with  the  proposed  statutory  changes. 
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The  desirability  of  maintoininr  the  office  of  st&te  examiner  as  a 
separate  agency  for  auditing  and  supervision  of  local  .government  accounts  is  open 
to  serious  question.  It  would  be  better  to  have  this  vjork  performed  as  a  part 
of  the  work  of  some  other  agency.  The  situation  here  with  reference  to  a  change 
is  somevjhat  the  same  as  that  discussed  vjith  reference  to  the  auditor,  except 
th<=!t  the  state  examiner  is  an  appointed  officer  and,  as  such,  there  would  be 
less  difficult^  in  securing  the  elimination  of  the  constitutional  nrovision 
establishing  the  office.  But  regardless  of  vjhat  nay  be  done  with  reference  to  •■ 
the  status  of  the  office  of  state  examiner,  it  is  important  that  the  constitution 
be  amended  to  eliminate  the  requirement  that  the  examiner  audit  the  accounts  of 
the  state  treasurer  and  the  supreme  court  clerk.  If  this  is  done  it  would  be 
desirable,  and  possibly  just  as  easy,  to  repeal  the  whole  section.  (Art. VII, 
sec.  8) 

If  it  should  be  decided  to  eliminate  this  office  as  a  separate  agency, 
the  responsibility  for  auditing  and  accounting  service  for  local  governments 
might  be  assigned  either  to  the  proposed  department  of  finance  or  to  the  depart- 
ment of  revenue  proposed  in  the  report  of  this  series  on  the  general  organization 
structure  of  the  state  government.  The  proposed  department  of  revenue  would  have 
more  inherent  interest  in  the  affairs  of  loc^l  governments  because  of  its  re- 
sponsibilities with  reference  to  tax  collections  by  county  officers,  but  the  pro- 
posed department  of  finance  v/ould  be  more  likely  to  have  employes  qualified  to 
design  and  install  local  government  accounts.  It  is  probable  that,  as  a  practi- 
cal natter,  the  department  of  finance  v;ould,  therefore,  be  the  agency  best  able 
to  take  the  responsibility  for  this  vjork. 

Outline  of  Final  Plan:  The  total  effect  of  all  the  suggested  changes 
in  the  statutes  "and  constitution  vjould  be  to  provide  for  the  elimination  of  some 
existing  agencies  and  for  the  creation  ot   retention  of  other  agencies,  and  would 
result  in  a  plan  of  organization  that  nay  be  described  in  outline  as  follows: 

Office  of  the  state  auditor,  with  responsibility  for  postauditing  of  state 
government  accounts,  but  v/ithout  any  administrative  responsibility  for 
current  day-to-day  fiscal  transactions. 

Office  of  the  state  treasurer  (or  department  of  the  treasury)  with  only 
minor  changes  in  functions. 

Department  of  finance  with  broad  functions  of  fiscal  management  and  con- 
trol, and  v;ith  responsibility  for  the  various  routine  procedures  involved 
in  the  handling  of  fiscal  transactions. 

Department  (or  division)  of  local  government  service  with  the  functions  of 
auditing  local  government  accounts  and  rendering  counsel  and  assistance 
to  the  local  governments  in  fiscal  matters. 

]         Each  of  these  agencies  and  its  functions  is  discussed  further  in  sub- 
^'sequent  sections  of  this  report. 

It  can  be  noted  that  the  plan  for  an  effective  organization  for  fi- 
nancial administration  as  presented  in  the  foregoing  pages  involves  step  by  step 
progress  from  one  phase  to  another.  Each  step  is  so  arranged  that  the  subject 
:natter  covered  would  not  be  a  duplication,  but  rather  an  extension,  of  the  sub- 
ject matter  of  the  step  vjhich  preceded  it  in  the  plan.  In  this  way  a  violent 
upheaval  in  the  administration  of  the  state's  financial  affairs  would  be  avoided 
land  the  organization  would  be  enabled  to  develop  and  establish  procedures  con- 
cerning one  phase  before  it  was  necessary  to  v;ork  out  the  detailed  plans  and  pvo- 
(:edures  under  the  next. 
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It  would  be  desirable  for  the  board  of  examiners  and  the  state  ac- 
countant to  put  the  first  of  the  three  steps  into  effect  as  of  the  beginning  of 
the  next  fiscal  yepr  on  July  1,  1942. 

The  complete  adoption  of  the  plans  as  outlined  would  require  the  trans- 
fer of  staff  and  equipment,  the  reallocation  of  office  space,  and  the  reassign- 
ment of  duties  to  various  individuals  at  each  step  of  the  adoption.  It  is  pos- 
sible that  these  transfers  and  reassignments  would  require  salary  changes  in  some 
specific  cases. 

The  adoption  of  each  successive  step  is  dependent  upon  the  adoption  of 
the  preceding  step  but  once  one  of  the  steps  is  adopted  it  is  complete  v.lthin 
itself  for  an  operation  that  would  render  more  effective  the  administration  of 
the  fiscal  affairs  of  the  state. 


Office  of  the  State  Auditor  Under  the  Proposed  Flan; 

The  office  of  the  state  auditor,  under  the  proposed  organization,  would 
have  functions  as  follows: 

Auditing  the  accounts  of  all  agencies  and  the  general  accounts  of  the 
state,  but  not  those  of  local  governments  and  local  government  offices 
except  as  to  the  accountability  for  money  of  the  state. 

Investigating  the  means  provided  for  accounting  for,  controlling,  and  in- 
suring the  safe  custody  of  all  money  and  other  property  of  the  state,  and 
verifying  the  existence  and  condition  of  such  money  and  other  property 
charged  to,  or  held  in  the  custody  of,  any  agency. 

Auditing  the  statements  of  financial  condition  and  operations  of  the  govern- 
ment of  the  state,  examining  the  estimates  of  resources  available  for  ap- 
propriation and  the  estimates  of  receipts,  as  prepared  for  inclusion  in 
each  biennial  budget  report,  and  certifying  in  writing  the  results  of 
such  audits  and  examinations  with  such  comments  as  may  be  deemed  necessary 
for  the  information  and  guidance  of  the  legislative  assembly.  The  certi- 
ficate and  comments  of  the  auditor  of  the  state  should  be  included  with 
the  statements  and  estimates  as  presented  in  the  budget  report. 

Laying  the  facts  in  writing,  vdthout  delay,  before  the  governor,  each 
member  of  the  suggested  audit  committee  of  the  legislative  assembly,  and 
the  director  of  finance,  if  at  any  time  the  auditor  should  discover  any 
unauthorized,  illegal,  or  otherwise  irregular  or  unsafe  handling  or  ex- 
penditure of  state  moneys  or  other  improper  practice  of  financial  ad- 
ministration, or  evidence  that  any  such  irregular  or  unsafe  handling,  ex- 
penditure, or  practice  is  contemplated;  or  if,  during  the  conduct  of  any 
audit  or  investigation  of  an  agency,  the  auditor  is  obstructed  in  the  per- 
formance of  his  duties. 

In  the  case  of  any  audit  or  investigation  in  connection  with  which  the 
office  of  the  auditor  deems  it  necessary  to  obtain  the  testimony  of 
witnesses,  under  oath,  on  any  matter  or  thing  pertinent  to  the  subject 
matter  of  such  audit  or  investigation,  forthwith  reporting  the  facts  in 
writing  to  each  member  of  the  suggested  audit  committee  of  the  legislative 
assembly,  and  requesting  that  such  committee  provide  for  and  conduct  the 
necessary  hearing. 
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Assisting  the  audit  committee  of  the  legislative  assembly  at  hearings 
conducted  by  such  comnittee,  and  cooperating  with  the  committee  in  pre- 
paration of  the  committee's  report  to  the  legislative  assembly. 

The  present  functions  of  the  state  auditor  as  commissioner  of  insur- 
ance and  investment  commissioner  would  be  transferred  to  another  state  agency 
as  discussed  in  the  report  of  this  series  on  the  General  organization  structure 
of  the  state  government. 

In  order  to  i^rovide  contact  by  the  legislative  assembly,  throui^h  the 
state  auditor,  with  the  administration  of  the  affairs  of  the  state  by  the  execu- 
tive branch  pnd  in  order  to  insure  that  the  state  auditor's  reports  shall  re- 
ceive the  attention  they  merit,  it  is  recon.::ended  that  a  joint  audit  coranittee 
of  the  legislative  assembly  be  established.  Such  a  committee  should  have 
representation  from  ^^oth  the  house  and  the  senate  and  should  have  not  more  than 
five  members.   It  should  be  bipartisan  and  should  function,  not  only  at  legis- 
lative sessions,  but  also  in  the  interim  between  sessions.  It  should  have  such 
authority  as  the  right  to  compel  the  attendance  of  witnesses. 

The  postaudit  is  the  typical  kind  of  periodic  audit  of  past  trans- 
actions, which  is  now  generally  held  to  be  largely  ineffective  except  as  auxili- 
ary to  preaudit.   It  cannot  prevent  irregularities,  though  it  may  discover  them. 
As  a  means  of  detecting  fraud,  it  may  be  fairly  satisfactory,  even  though  in 
this,  it  often  does  not  succeed.  It  does  not  result  in  preventing  losses  or  bad 
financial  practices.   It  is  of  value,  however,  v;here  a  unified  system  of  account- 
ing and  a  good  preaudit  are  in  effect,  in  stimulating  spending  agencies  to  adhere 
to  prescribed  regulations  and  in  enforcing  accountability  for  funds  handled  by 
the  several  agencies  and  for  portable  property. 

At  present  the  postaudit  function  is  vested  in  the  state  examiner  and 
the  state  accountant.  Both  of  these  agencies  spond  considerable  tine  in  the 
examination  of  the  fiscal  affairs  of  the  other  state  agencies.  The  state  ac- 
countant is  charged  with  the  postaudit  of  the  state  institutions  and  the  state 
examiner  is  charged  with  the  examination  of  all  state  agencies.  The  apparent 
duplication  is  overcome  by  the  simple  device  of  appointing  the  state  accountant 
a  deputy  state  examiner. 

The  regular  examinations  made  by  the  state  examiner  of  the  financial 
transactions  of  the  state  are  little  more  than  a  check  on  the  accounting  for  the 
cash  received  and  disbursed.   No  inquiry  as  to  the  propriety  of  the  disburse- 
ments or  the  effectiveness  of  the  collecting  procedures  is  made.  No  expenditure 
of  the  state  government  is  audited  after  a  warrant  has  been  issued  for  its  pay- 
ment. Special  examinations  of  specific  agencies  may  be  made  that  do  cover  these 
points,  but  the  state  examiner  is  charged  with  the  examination  of  the  fiscal 
affairs  of  the  local  governmental  units  and  this  work  would  prevent  his  making 
a  more  detailed  audit  of  the  central  fiscal  agencies  with  his  present  force. 

Neither  of  the  officers  now  responsible  for  postauditing  is  independent 
of  the  administrative  authority  of  the  state  in  that  the  state  examiner  is  ap- 
pointed by  the  governor  and  the  state  accountant  is  appointed  by  the  state  board 
of   examiners.  As  a  result  of  this  condition  there  is  no  adequate  independent 
postaudit  made  of  the  fiscal  affairs  of  the  state  government.  It  is  altogether 
inderstandable  that  an  officer  appointed  by  another  officer  or  by  a  board  would 
36  reluctant  about,  and  in  the  final  analysis  prevented  from,  inquiring  into  the 
.'5ropriety  of  the  actions  of  such  appointing  authority. 

The  proposed  plan  would  correct  these  objections  to  the  present  pro- 
I'lsions  for  postauditing. 
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Assisting  the  audit  committee  of  the  legislative  assenbly  at  hearings 
conducted  by  such  committee,  and  cooperating  v.'ith  the  committee  in  pre- 
paration of  the  committee's  report  to  the  legislative  assembly. 

The  present  functions  of  the  state  auditor  as  commissioner  of  insur- 
ance end  investment  commissioner  vjould  be  transferred  to  another  state  agency 
as  discussed  in  the  report  of  this  series  on  the  general  organization  structure 
of  the  state  government. 

In  order  to  provide  contact  by  the  legislative  assembly,  through  the 
state  auditor,  with  the  administration  of  the  affairs  of  the  state  by  the  execu- 
tive branch  end  in  order  to  insure  that  the  state  auditor's  reports  shall  re- 
ceive the  attention  they  merit,  it  is  recori'iended  that  a  joint  audit  committee 
of  the  legislative  assembly  be  established.  Such  a  committee  should  have 
representation  from  both  the  house  and  the  senate  and  should  have  not  more  than 
five  members.  It  should  be  bipartisan  and  should  function,  not  only  at  legis- 
lative sessions,  but  also  in  the  interim  between  sessions.  It  should  have  such 
authority  as  the  right  to  compel  the  attendance  of  witnesses. 

The  postaudit  is  the  typical  kind  of  periodic  audit  of  past  trans- 
actions, which  is  novj  generally  held  to  be  largely  ineffective  except  es  auxili- 
ary to  preaudit.   It  cannot  prevent  irregularities,  though  it  may  discover  them. 
As  a  means  of  detecting  fraud,  it  may  be  fairly  satisfactory,  even  though  in 
this,  it  often  does  not  succeed.  Tt  does  not  result  in  preventing  losses  or  bad 
financial  practices.   It  is  of  value,  however,  v;here  a  unified  system  of  account- 
ing and  a  good  preaudit  are  in  effect,  in  stimulating  spending  agencies  to  adhere 
to  prescribed  regijlations  and  in  enforcing  accountability  for  funds  handled  by 
the  several  agencies  and  for  portable  property. 

At  present  the  postaudit  function  is  vested  in  the  state  examiner  and 
the  state  accountant.  Both  of  these  agencies  spend  considerable  time  in  the 
examination  of  the  fiscal  affairs  of  the  other  state  agencies.  The  state  ac- 
countant is  charged  with  the  postaudit  of  the  state  institutions  and  the  state 
examiner  is  charged  with  the  examination  of  all  state  agencies.  The  apparent 
duplication  is  overcome  by  the  simple  device  of  appointing  the  state  accountant 
a  deputy  state  examiner. 

The  regular  examinations  made  by  the  state  examiner  of  the  financial 
transactions  of  the  state  are  little  more  than  a  check  on  the  accounting  for  the 
cash  received  and  disbursed.   No  inquiry  as  to  the  propriety  of  the  disburse- 
aents  or  the  effectiveness  of  the  collecting  procedures  is  made.  IIo  expenditure 
of  the  state  government  is  audited  after  a  warrant  has  been  issued  for  its  pay- 
ment. Special  examinations  of  specific  agencies  nay  be  made  that  do  cover  these 
points,  but  the  state  examiner  is  charged  with  the  examination  of  the  fiscal 
affairs  of  the  local  governmental  units  and  this  work  would  prevent  his  making 
a  more  detailed  audit  of  the  central  fiscal  agencies  with  his  present  force. 

Neither  of  the  officers  now  responsible  for  postauditing  is  independent 
of  the  administrative  authority  of  the  state  in  that  the  state  examiner  is  ap- 
.pointed  by  the  governor  and  the  state  accountant  is  appointed  by  the  state  board 
of  exam.iners.  As  a  result  of  this  condition  there  is  no  adeciuate  independent 
postaudit  made  of  the  fiscal  affairs  of  the  state  government.  It  is  altogether 
understandable  that  an  officer  appointed  by  another  officer  or  by  a  board  would 
be  reluctant  about,  and  in  the  final  analysis  prevented  from,  inquiring  into  the 
Propriety  of  the  actions  of  such  appointing  authority. 

The  proposed  plan  would  correct  these  objections  to  the  present  pro- 
visions for  postauditing. 
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Office  of  the  State  Treasurer  Under  the  Proposed  Flen: 

As  is  suggested  in  the  report  of  this  series  dealing  with  the  general 
state  organization,  the  office  of  the  state  treasurer  might  well  be  designated 
as  the  department  of  the  treasury.  For  ease  of  reference  it  is  so  referred  to 
here. 

Tlie  functions  of  this  department  would  comprise  all  administrative 
functions  of  the  state  in  relation  to  receiving,  safekeeping,  and  accounting  for, 
cash  and  securities,  and  the  depositing,  disbursing,  and  investing  of  cash. 

The  department  would  have  custody  of  all  moneys  and  securities  belong- 
ing to  the  state  or  for  which  the  state  is  responsible;  would  receive,  direct, 
or  through  designated  state  depositories,  all  such  moneys  and  securities;  pay 
out  such  moneys  on  warrants  of  the  department  of  finance,  which  ivould  be  co'onter- 
sicned  by  the  treasurer  and  issued  as  checks  on  designated  depository  banks;  keep 
accounts  and  records  of  the  cash  resources  of  the  state  but  only  to  the  extent 
necessery  to  account  for  the  c£sh,  bank  deposits,  and  investments  of  each  fund; 
and  be  the  investing  agency  of  the  state  and,  as  such,  manage  all  deposits,  and 
investments  and  collect  all  interest  on  investments,  and  principal  of  matured 
investments.  It  would  manage  the  deposits  and  investments  of  funds  so  as  to 
secure  the  highest  aggregate  returns  consistent  with  current  needs  for  cash,  at 
all  times. 

The  department  would  be  responsible  for  the  safekeeping  of  all  bonds 
and  other  securities,  representing  investments  of  state  moneys  and  raonej^s  for 
vjhich  the  state  is  responsible,  for  clipping  and  collecting  all  coupons  on  bonds 
ovmed  or  held  by  the  state,  for  collecting  the  principal  of  matured  bonds  or 
other  obligations  held  by  the  state  at  their  maturity,  for  the  sale  or  exchange  of 
bonds  held  by  the  state,  for  all  sales  and  redemptions  of  state  bonds,  and  for 
all  purchases  of  bonds  and  other  securities  for  investment.  It  would  secure  and 
record  information  regarding  the  relative  desirability  and  advantage  of  all  avail- 
able kinds  and  places  of  investment  for  state  funds. 

These  functions  would  include  those  of  the  state  treasurer  as  now  con- 
stituted and  certain  functions  of  the  department  of  state  lands  and  investments. 
Though  it  is  not  an  integral  part  of  the  proposed  plan,  it  is  suggested  that  the 
investment  functions  of  various  agencies  responsible  for  individual  funds  also  be 
transferred  to  the  treasurer. 

In  the  exercise  of  the  functions  of  investment  and  selection  of  de- 
positories, it  would  be  desirable  to  provide  that  the  treasurer  be  subject  to 
rules  laid  down  by  the  board  of  examiners  or  the  proposed  board  of  finance,  as 
set  forth  in  the  proposed  fiscal  code.  Pending  amendment  of  the  constitution, 
the  state  depository  board,  rather  than  the  treasurer  and  the  board  of  finance, 
would  be  responsible  for  selecting  depositories.  Likewise,  until  it  is  eliminat- 
ed by  constitutional  amendment,  the  supervisory  board  comprising  the  justices  of 
the  supreme  court  would  continue  to  exercise  jurisdiction  over  investments  of 
state  funds. 

Comment  on  Present  Treasury  Proce dures  and  the  Fund  Structure: 

Deposit  of  State  Moneys  in  the  Treasury:  Receipts  from  all  the  major 
sources  of  revenue  are  deposited  in  the  state  treasury,  more  or  less  promptly, 
.either  directly  or  to  the  credit  of  the  treasurer  in  designated  depository  banks. 
jNotice  of  the  deposits  m&de  locally  is  transmitted  to  the  treasurer  in  the  form 
jof  duplicate  deposit  slips.  The  state  treasurer  issues  his  teni)orary  receipt 
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for  some  revenues  deposited  with  him  and  his  official  receipt  for  others,  depend- 
ing upon  the  type  and  source  of  receipts  covered.   The  temporary  receipts  are 
issued  for  moneys  credited  to  suspense  accounts.  This  is  done  in  order  to  pro- 
vide an  easy  means  of  charging  back  uncollectible  items  and  refunds.  Each  fif- 
teen days  the  amount  credited  to  the  suspense  account  is  distributed  to  the 
various  funds  upon  the  basis  of  information  furnished  the  state  treasurer  by  the 
various  collecting  agencies.  Refunds  are  made  by  means  of  treasurer's  check 
drawn  upon  the  advice  of  the  head  of  the  appropriate  collecting  agency. 

Official  receipts  are  issued  to  the  various  agencies  at  the  time  money 
in  the  suspense  account  is  distributed.  In  those  cases  v.here  the  official  re- 
ceipt is  issued  v.dthout  clearing  deposits  through  a  suspense  account,  the  source 
and  type  of  revenue  is  such  that  there  is  little  likelihood  of  need  for  a  refund 
or  of  receiving  an  uncollectible  item. 

The  principal  defect  in  the  depositing  procedure  lies  in  the  fact  that 
there  is  no  adequate  provision  for  the  current  auditing  of  receipts,  although  both 
the  state  auditor  and  the  state  board  of  examiners  are  charged  with  this  re- 
sponsibility hy   statute.   The  state  treasurer  prepares  copies  of  his  official 
receipts  for  the  state  auditor  and  allows  the  state  accountant,  acting  for  the 
state  board  of  examiners,  access  to  the  copies  retained  in  the  treasury  depart- 
ment. Neither  of  these  officers  has  any  record  of  the  moneys  credited  to  the 
suspense  account,  of  refunds  made,  or  of  uncollectible  items  handled.  In  short, 
the  state  treasurer  supplies  all  the  information  available  to  the  officers  who 
are  charged  vjith  the  responsibility  for  checking  his  transactions.  The  draft  of 
the  proposed  fiscal  code  makes  provision  for  the  agency  charged  vjith  the  current 
audit  of  receipts  to  be  supplied,  by  the  collecting  agency,  with  all  the  neces- 
sary information  concerning  receipts  at  the  time  the  deposits  are  made  with  the 
state  treasurer. 

The  principal  agencies  that  do  not  handle  their  fiscal  affairs  through 
the  state  treasurer  because  of  statutory  provisions  are  the  teachers'  retirement 
beard,  the  state  department  of  public  vjelfare,  and  the  industrial  accident  board, 
insofar  as  certain  limited  items  are  concerned.  Other  minor  agencies  also  handle 
their  own  fiscal  affairs  under  statutory  authority.  These  agencies  are  as  follows: 

State  board  of  osteopathic  examiners 

State  board  of  dental  examiners 

State  board  of  pharmacy 

State  board  of  veterinary  medical  examiners 

State  examining  board  of  beauty  culturists 

Board  of  barber  ezaniners 

Board  of  food  distributors 

There  appears  to  be  little  justification  for  leaving  these  agencies  in 
a  special  category  and  it  is  recommended  that  their  fiscal  affairs  be  handled 
in  the  normal  manner. 

Custody  and  handling  of  Cash  Items  in  the  State  Treasury:  The  clerk  on 
the  staff  of  the  state  treasurer  w~ho  is  responsible  for  maintaining  the  treasury 
accounts  is  also  custodian  of  cash  items  in  the  treasury  and  handles  cash  across 
the  counter.  This  is  highly  objectionable.  As  a  matter  of  principle,  no  employe 
responsible  for  the  accounting  records  should  have  access  to  the  cash.   It  is 
recommended  that  the  office  procedures  be  so  reorganized  as  to  make  it  unneces- 
sary for  the  clerk  in  charge  of  the  accounting  records  to  have  anything  to  do 
with  the  handling  of  cash. 


18. 

Investment  of  State  t-Ioneys;  The  state  treasurer  now  has  coniparatively 
little  to  do  with  the  actual  investment  of  state  moneys.   Such  surplus  cash  as 
he  may  have  to  the  credit  of  any  fund  may  be  invested,  subject  to  the  direction 
of  the  state  depository  board,  in  registered  non-interest-bearin£,  warrants  of 
the  state  of  Montana  or  in  United  States  treasury  certificates.  Any  surplus 
cash  in  any  state  bond  sinking  and  interest  fund  may  be  invested  by  the  state 
depository  board  in  bonds  of  the  state  of  Montana  or  of  the  United  States,  or  in 
interest  bearing  general  fund  warrants  of  the  state. 

The  state  treasurer  is  custodian  of  the  bonds  and  securities  represent- 
ing the  investment  of  the  various  permanent  funds  of  the  state.  These  funds  are 
actually  invested  for  the  state  by  the  department  of  state  lands  and  investments 
and  the  state  board  of  land  commissioners,  subject  to  perfunctory  supervision  by 
the  supervisory  investment  board. 

TV;o  other  state  agencies  have  investment  functions  on  a  relatively 
large  scale.  The  retirement  board  of  the  teachers'  retirement  system  invests 
moneys  coming  into  its  hands  and  the  state  industrial  accident  board  invests  the 
reserve  fund  built  up  on  compensation  insurance  it  v^rites. 

The  state  treasurer  does  have  the  authority  to  purchase  certificates 
of  deposits  from  approved  state  depositories  and  thereby  manages  to  invest  some 
of  the  surplus  cash  not  invested  in  other  types  of  securities. 

The  state  constitution  was  amended  in  1939  to  allov;  the  grouping  of  all 
the  state  permanent  investment  funds,  originating  in  land  grants  from  the  United 
Ststes,  into  the  Montana  tnist  and  legacy  fund  instead  of  being  invested  separate- 
ly. Under  this  arrangement  the  interest  income  to  the  trust  and  legacy  fund  is 
apportioned  quarterly  by  the  state  treasurer  to  the  credit  of  the  various  in- 
vestment funds  making  up  the  trust  and  legacy  fund.  The  basis  of  the  apportion- 
ment is  the  average  orincipal  amount  of  each  such  fund  between  the  first  and 
lant  day  of  the  three-month  period.  The  investm.ent  of  the  trust  and  legacy  fund 
is,  bv  statute,  a  responsibility  of  the  state  board  of  land  commissioners  but 
the  treasurer  has  custody  of  the  securities  purchased. 

Provision  is  made  for  the  state  to  accept  for  investment  and  adminis- 
tration the  fund*  available  for  investment  belonging  to  any  political  subdivision 
of  the  state.  The  legislative  assembly  may  provide  for  the  investment  and  ad- 
ministration as  a  part  of  the  trust  and  legacy  fund  of  any  other  fund  subject  to 
its  power. 

At  present  the  trust  and  legacy  fund  is  being  built  up  gradually  by 
maintaining  the  "status  quo"  on  all  permanent  funds  invested  prior  to  the  passage 
of  the  constitutional  amendment,  except  that,  as  the  securities  representing 
these  investments  nature,  the  money  derived  from  the  redemption  is  reinvested  as 
a  part  of  the  trust  and  legacy  fund.  This  method  of  building  up  the  trust  and 
legacy  fund  was  developed  upon  the  recommendation  of  the  state  supervisory  board 
in  order  to  avoid  legal  difficulties  involved  in  the  immediate  transfer  of  all 
invested  balances  into  the  trust  and  legacy  fund. 

Fund  Structure;  Although  the  subject  of  special  funds  affects  other 
iagencies  besides  the  treasury,  it  is  considered  in  its  entirety  here.  The 
present  fund  structure  of  the  state  government  encompasses  a  wide  variety,  and  a 
great  number  of  individual  funds.  The  1941  legislative  budget  reported  on  218 
of  these  funds  but  does  not  cover  all  the  funds  of  the  state.  V/hile  the  exist- 
ence of  a  great  number  of  these  funds  is  objectionable,  it  is  not  advisable  to 
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disturb  the  status  of  some  of  the  others.  The  future  creation  of  special  funds 
should  be  avoided  and  the  needed  legislation  developed  and  enacted  to  eliminate 
many  of  those  nov;  in  existence. 

The  1941  lerislative  budget  classified  the  funds  of  the  state,  as  of 
June  3C,  1940,  under  nine  heads  listed  below.  The  number  of  separate  funds 
found  under  each  heading;  is  indicated. 

Glass  of  Funds  Humber  of  Funds 

Permanent  funds  15 

Interest  and  income  funds  15 

Federal  trust  and  agency  funds  30 

Special  funds  77 

Investments  17 

Revolving  funds  35 

Bond  redemption  and  interest  funds                 19 

Self-supporting  activities  8 

General  fund  1 

Total  funds  reported  218 

The  1941  legislative  assembly  recognized  the  need  for  some  remedial 
legislation  designed  to  bring  some  order  out  of  this  chaos  and  enacted  Chapter  14 
wl^ich  eliminated  all  the  funds  under  the  classification  "revolving  funds,"  to- 
gether vjith  several  other  funds  under  the  classification  "special  funds."  Un- 
fortunately the  legislative  assembly  also  created  several  special  funds  in 
addition  to  those  already  existing. 

Special  funds,  except  for  certain  specific  types,  represent  a  clumsy 
and  archaic  method  of  making  allocations  of  public  moneys  to  particular  purposes. 
Tb.ey  serve  no  useful  purpose  from  the  state's  standpoint  that  could  not  be  ac- 
ccmT^lished  far  more  conveniently,  efficiently,  and  economically  through  the 
budget  system.  Public  money  should  be  allocated  upon  the  basis  of  demonstrated 
needs  with  due  regard  to  the  importance  and  urgency  of  each  need  in  relation  to 
all  other  needs  at  the  time  of  the  allocation.   The  special  fund  system  takes 
no  account  of  actual  or  relative  needs  for  money  but  arbitrarily  applies  revenues 
from  particular  sources  to  particular  purposes.  Moreover  it  presunes  to  know 
what  conditions  and  requirements  in  the  future  will  be. 

The  theory  of  benefit  in  taxation  is  probably  the  most  predominant 
cause  for  the  development  of  the  special  fund  system  in  !.!ontana.  Under  this 
theory  those  who  benefit  from  a  government  service  are  taxed  for  its  support  and 
their  contributions  are  used  to  support  the  service.  The  benefit  theory  is  sound 
in  the  main  but  it  is  not  necessary  to  establish  special  funds  with  all  the 
attendant  complexities  and  loss  of  legislative  and  executive  control  to  give 
effect  to  the  principles  involved.  Budgeting  and  accounting  can  insure  an  al- 
location of  funds  decreed  by  the  people  or  the  legislative  assembly. 

Vrtiere,  in  any  case,  the  reasonableness  of  the  charges  for  any  service, 
regulative  or  otherwise,  must  be  proved  to  sustain  the  charges,  the  mere  existence 
of  a  special  fund  is  not  the  proof.  The  cost  of  the  service  must  be  shovm  to  be 
reasonable  and  that  is  primarily  an  accounting  problem.  If  the  service  involved 
is  supported  by  the  government,  and  the  charge  is  reasonable,  it  is  immaterial  in 
law  whether  the  cost  is  defraj'ed  from  a  special  fund  or  a  budgetary  appropriation. 
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Tradition  and  the  supposed  simplicity  of  special  funds,  are  largely  re- 
sponsible for  the  continuous  existence  of  the  special  fund  system.  VJhen  any  group 
of  taxpayers  wants  a  new  service,  particularly  a  regulatory  service  in  their  own 
interests,  the  plan  for  the  service  ordinarily  includes  the  means  of  financing  it. 
No  plan  looks  more  simple  at  first  glance  than  a  provision  in  a  bill  to  the  effect 
that  all  the  revenues  collected  under  its  provisions  shall  constitute  a  special 
fund  from  which  the  expenses  of  administering  the  act  shall  be  defrayed.  The 
fallacy  of  this  is  that  neither  the  cost  of  administration  nor  the  amount  or  rate 
of  the  fee  is  scientifically  determined.  In  addition,  a  substantial  part  of  the 
overhead  cost  of  administration  of  almost  every  special  fund  is  burne  by  the 
general  fund  supported  by  general  taxation. 

In  establishing  special  funds,  the  resulting  complexity  of  governmental 
finances,  the  added  difficulties  of  accounting,  the  unavoidable  volume  and  in- 
tricacies of  financial  reports,  and  the  inevitable  bewilderment  of  all  concerned 
with  the  finances  of  government,  are  not  given  their  proper  vjeight. 

A  classification  of  funds  designed  to  reveal  those  funds  most  suscept- 
ible to  elimination  is  suggested.  This  classification  is  as  follows: 

(1)  Public  expendable  funds  derived  from  revenues  and  from  the  sale  of 

bonds, 

(2)  Capital  funds  including  v.'orking  capital  revolving  funds,  petty  cash 

funds,  and  endowment  funds, 

(3)  Debt  retirement  funds. 

(4)  Trust  funds  to  which  the  state  has  no  title  but  which  it  is  simply 

holding  as  trustee,  subject  either  to  expenditure  in  accordance  with 
the  terms  of  the  trust,  or  to  return  to  the  ovmer  under  certain 
conditions. 

(5)  Suspense  funds,  maintained  only  for  the  convenience  of  the  accounting 

and  treasury  officials,  through  which  moneys  are  cleared  for  al- 
location to  other  funds. 

The  recommendation  that  special  funds  be  consolidated  with  the  general 
fund  and  thereby  eliminated  is  concerned  only  vdth  the  first  of  these  groups, 
the  public  expendable  funds.  The  funds  classifiably  under  the  other  headings 
have  a  place  in  the  financial  structure  of  the  state  and  are  not  embraced  in  the 
general  recommendation  for  the  abolition  of  special  funds.  These  would,  however, 
be  regulated  under  more  adequate  general  provisions  incorporated  in  the  suggested 
fiscal  code. 

The  recommendation  relative  to  this  consolidation  can  only  be  effected 
by  action  of  the  legislative  assembly.  This  action  should  make  the  consolidation 
outright  'without  any  reservations  or  restrictions  in  order  that  the  funds  affect- 
ed may  lose  their  identity  completely,  that  all  the  balances  now  in  the  funds  be 
transferred  to  the  general  fund  and  all  future  revenues  be  credited  to  it,  and 
that  all  expenditures  now  made  from  these  special  funds  be  made  from  the  general 
fund  under  regular  budget  and  appropriation  procedures. 

Under  this  plan  the  amounts  collected  from  each  source  would  be  sepa- 
rately accounted  for  and  the  expenditure  budgets  could  be  dravm  to  recognize  as 
upper  limits  the  amounts  collected  from  sources  nov;  accruing  to  the  special  fund?. 
Quarterly  allotments  could  be  based  on  the  amounts  actually  so  collected.  Ther^ 
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would  be  no  inherent  danger  of  expending  for  any  particular  activity  more  than 
v;as  collected  from  fees  associated  with  thft  activity.  But  on  the  other  hand, 
if  the  revenues  from  the  activity  exceeded  the  amount  budgeted  on  the  basis  of 
the  requirements  for  the  proper  performance  of  the  activity,  the  excess  would 
immediately  become  available  for  general  fund  expenditure.  In  the  case  of  ac- 
tivities of  a  character  such  that  it  mi^ht  be  considered  improper  or  illegal  to 
collect  more  than  the  reasonable  cost  of  regulation,  if  the  excess  of  revenues 
should  prove  to  be  more  than  enough  to  pay  a  reasonable  share  of  the  state's 
overhead  expenses,  the  charges  should,  of  course,  be  reduced  and  the  saving 
passed  back  to  those  who  pay  for  the  service. 

All  of  this  could  be  accomplished  by  simple  accounting  procedures 
much  more  economically,  conveniently,  and  effectively  than  it  is  now  done  through 
the  unwieldy,  archaic,  and  expensive  special  fund  system. 

In  making  this  recommendation  it  is  fully  recognized  that  certain  funds, 
such  as  the  highv;ay  funds,  probably  could  not,  because  of  their  £:reat  size  and 
political  importance,  bo  handled  in  this  x;ay.  Hovjever,  there  are  dozens  of  funds 
that  could  and  should  be  consolidated  because  they  have  no  justification  for 
existence. 


Department  of  Finance  Under  the  Proposed  Plan; 

Proposed  Functions  of  the  Department  of  Finance:  The  functions  that  it 
is  proposed  be  assig:ned  to  the  department  of  finance  are  as  follows: 

General  management  and  control  of  the  finances  and  finanaial  operations  and 
affairs  of  the  state. 

Coordination  of  all  the  procedures  for  financial  administration  and  fi- 
nancial control  so  as  to  integrate  them  into  an  adequate  and  unified 
system,  including  the  devising,  prescribing,  and  installing  of  accounting 
procedures  for  all  state  agencies. 

Formulation  of  financial  plans  and  programs  for  approval  and  adoption  by 
the  governor  and  the  legislative  assembly  and  the  exercise  of  such  con- 
trols as  are  necessary  to  provide  for  carrying-  out  such  financial  plans 
and  programs  as  are  adopted. 

Accounting  and  fiscal  reporting  for  the  state  as  a  whole. 

Current  auditing  of  all  cash,  cash  receipts,  and  receivables;  auditing 
and  controlling  the  incurring  of  obligations;  preauditing  all  expenditures; 
and  investigating  and  auditing  financial  affairs  and  operations. 

Settling  all  claims  against  the  state  and  issuing  warrants  for  payment 
thereof  from  the  state  treasury. 

Purchasing  for  all  state  agencies. 

Maintaining  records  of  all  state  property,  and  enforcing  accountability 
for  such  property  assigned  to  state  agencies. 

Controlling  surplus  property  and  assigning  such  property  for  use  as  re- 
quired, and  prescribing  and  enforcing  regulations  governing  the  condemna- 
tion and  disposition  of  portable  properties  of  no  further  use  to  the 
state. 
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Furnishing  such  central  office  services  as  mail,  messenger,  duplicating, 
addressing,  copying,  and  extra  stenographic  and  clerical  services,  to 

the  extent  deemed  to  be  desirable  and  practicable  from  the  standpoint  of 
economy. 

Insofar  as  these  functions  are  now  performed  they  would  be  transferred 
from  the  state  accountant,  the  board  of  examiners,  the  state  auditor,  and  the 
purchasing  department. 

General  Plan  of  Organization  of  the  Department  of  Finance;   It  is 
proposed  that  the  new  department  of  finance  be  headed  by  a  director  of  finance 
appointed  by  the  governor,  preferably  viith   the  confirmation  of  the  senate.  The 
appointment  could  well  be  restricted  by  whatever  technical  qu jlification  re- 
quirements the  legislative  assembly  would  be  willing  to  incorporate  in  the  law. 
Within  the  department,  and  under  the  direct  supervision  of  the  director  it  is 
proposed  that  there  be  two  divisions,  which  might  be  called  the  division  of 
accounting  and  budgetary''  control  and  the  division  of  purchases  and  public  property. 

Attached  to  the  department  of  finance  it  is  proposed  that  there  be  an 
advisory,  policy-forming,  rule-approving,  and  appellate  board,  which  would  have 
certain  specified  and  limited  responsib  ilities,  but  no  administrative  authority. 

The  details  of  the  proposed  plan  are  discussed  in  the  paragraphs  that 
follow: 

Director  of  Finance;  The  entire  responsibility  for  the  management  of 
the  proposed  department  of  finance  and  for  the  coordination  of  all  financial 
and  general  administrative  processes  in  all  departments  and  agencies  of  the 
state  government  should  be  vested  in  a  director  of  finance,  subject,  of  course, 
to  his  responsibility  to  the  governor  as  his  superior  officer. 

The  director  should  formulate,  subject  to  the  approval  of  the  board 
of  finance,  rules  and  regulations  for  the  operation  of  the  department  and  for 
the  guidance  of  all  spending  agencies.  Kis  main  task  would  be  the  coordination 
of  the  various  activities  of  his  own  department  in  order  to  insure  that  all  the 
information  needed  for  effective  financial  administration  is  produced  in  the 
form  in  vjhich,  and  at  the  time,  it  is  needed. 

The  fiscal  code  should  designate  the  director  of  finance  as  the  state 
budget  officer.  This  vjould  place  complete  responsibility  for  the  budget  under 
the  control  of  the  governor.  The  preparation  of  the  budget  would  be  an  important', 
duty  of  the  director.  As  is  more  fully  discussed  later,  the  work  of  the  budget 
officer  would  be  expanded  to  include  the  preparation  of  a  final  budget  after  the 
appropriations  are  made  and  the  continuing  review  of  expenditures  to  secure  con- 
formity v.dth  legislative  and  executive  policies  and  with  actual  income  realiza- 
tions. 

Board  of  Finance;   Since  the  main  functions  of  the  board  attached  to 
the  department  would~have  to  do  v.-ith  finances,  it  is  suggested  that  it  be  called 
"the  board  of  finance."  A  small  number  of  members,  with  provision  for  continuity, 
is  desirable,  and  hence  it  is  recommended  that  the  board  be  composed  of  three 
members  appointed  for  six-year  overlapping  terns,  one  every  two  years  after  the 
board  is  first  constituted. 

j         The  chief  executive  should  be  definitely  responsible  for  the  administra- 
'tion  of  the  affairs  of  the  state  and  each  new  governor  should  have  representation 
on  such  a  board.  It  is,  therefore,  proposed  that  appointments  to  the  board  be 
nade  by  the  governor. 
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The  value  of  the  services  of  such  a  board  would  depend  entirely  upon 
the  character  and  ability  of  its  members,  and  every  effort  should,  therefore,  be 
made  to  insure  the  appointment  of  men  of  unquestioned  integrity  and  capacity. 
It  is  essential,  too,  that,  in  the  discharge  of  their  duties,  they  be  thoroughly 
impartial.  It  is,  therefore,  recommended  that  the  law  provide  that  the  governor 
appoint  men  who  have  demonstrated  their  ability  and  leadership  in  comparable 
fields  of  work,  who  have  manifested  interest  in  public  affairs,  who  hold  no  other 
public  offices,  and  whose  private  business  interests  do  not  involve  then  in  con- 
tracts with  the  state. 

The  members  of  the  board  should  be  reimbursed  for  expenses  incurred 
in  the  discharge  of  their  duties  and  be  allowed  nominal  compensation  on  a  per 
diem  basis  for  their  services,  not  to  exceed  the  fixed  amount  appropriated  there- 
for in  any  one  year. 

Pending  constitutional  changes,  the  board  of  examiners  would  serve  in 
lieu  of  the  proposed  board  of  finance. 

As  is  more  fully  set  out  in  the  proposed  fiscal  code  attached  to  this 
report  as  Exhibit  A,  the  board  of  finance  v;ould  be  vested  with  responsibility 
for  making  decisions  on  questions  of  policy  that  arise  in  the  administration  of 
the  fiscal  affairs  of  the  state;  for  the  exercise  of  such  quasi -legislative 
functions  as  the  consideration  of  applications  for,  and  the  authorization  of, 
transfers  among  appropriations  of  the  various  spending  agencies;  for  the  approval 
of  rules  and  regulations  governing  budgeting,  accounting,  preauditing,  purchas- 
ing, and  property  control;  and  for  the  hearing  of  complaints  by  spending  agencies 
and  the  general  public  as  to  the  application  of  such  rules  and  regulations  or  as 
to  the  acts  of  the  director  of  finance. 

The  board  should  be  empowered  to  make,  or  cause  to  be  made,  through 
the  proposed  department  of  finance  or  any  of  its  divisions,  such  investigations 
or  studies  as  it  may  deem  necessary  for  the  formulation  of  policies  and  plans  or 
for  the  determination  of  the  wisdom  and  efficacy  of  the  policies,  plans,  and 
procedures  in  effect;  and  to  report  its  findings  and  recommendations  to  the 
legislative  assembly,  the  governor,  and  the  director  of  finance,  or  any  one  of 
them,  as  it  may  see  fit. 

Division  of  Accounting  and  Budgetary  Control:   The  proposed  division 
of  accounting  and  budgetary  control  would  be  headed  by  a  controller  appointed 
by  the  director  of  finance.  The  qualifications  for  this  position  should  be  pre- 
scribed by  law,  and  should  include  an  education  equivalent  to  graduation  in 
liberal  arts  from  an  accredited  university,  or  graduation  from  an  accredited 
school  of  accounting  and  business  administration;  certification  as  a  public 
accountant;  and  at  least  eiglit  years  of  experience  as  an  accountant,  including 
five  years  of  experience  as  a  practicing  certified  public  accountant  or  as  a  re- 
sponsible executive  accountant  in  business  or,  preferably,  governmental  enter- 
prises; or  such  combination  of  education  and  experience  as  the  director  of 
finance  and  the  governor  may  deem  to  be  equivalent  to  these  qualifications. 

The  division  of  accounting  and  budgetary'  control  should  provide  the 
necessary  staff  to  enable  the  director  of  finance  to  compile  and  administer  the 
budget.  In  performing  this  task  it  ;vould  be  well  for  the  division  to  have  access 
to  the  technical  advice  and  assistance  of  individuals  with  a  thorough  knowledge 
of  engineering  problems  and  construction  costs.  Such  individuals  might  be  found 
on  the  staff  of  the  state  engineer  or  v/hatever  office  may  be  assigned  similar 
duties  in  a  revised  plan  of  state  organization.  The  division  of  accounting  and 
budgetary  control  should  also  be  vested  with  the  responsibility  for  accounting, 
current  auditing  of  receipts,  preauditing  of  commitments  and  disbursements,  and 
issuing  of  state  v;arrants. 
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The  controller,  subject  to  the  supervision  and  direction  of  the  direc- 
tor of  finance,  should  prescribe  a  unified  and  integrated  system  of  budgetary, 
proprietary,  and  allotment  accounts  for  the  state  as  a  whole,  including  a  classi- 
fication of  revenues  and  other  resources  and  of  expenditures,  and  should  direct 
the  installation  of  such  a  system.  He  should  also  serve  as  the  direct  repre- 
sentative of  the  director  of  finance  in  budgetary  matters. 

The  controller  should  be  responsible  for  keeping  the  spending  agencies 
informed  as  to  the  status  of  their  appropriations  and  allotments  and  for  the 
preparation  of  frequent  reports  on  the  financial  condition  of  the  state,  on 
receipts  and  disbursements,  income  and  expenditures,  and  on  the  expenditures  of 
the  several  state  agencies  and  their  subdivisions.  With  the  accounting  under 
the  same  direction  as  budgeting,  the  information  required  for  budgeting  could  be 
produced  when  it  is  required  and  in  the  form  in  which  it  could  be  used  without 
the  necessity  for  a  great  deal  of  further  detailed  analysis  and  rearrangement. 

The  controller  should  also  be  responsible  for  the  preaudit  of  all 
commitments  as  evidenced  by  copies  of  commitment  documents  filed  with  the  divi- 
sion of  accounting  and  budgetary  control  before  the  incurring  of  obligations, 
the  preaudit  of  all  expenditures  including  payrolls,  and  the  current  audit 
control  of  all  receipts  and  receivables;  and  should  issue  all  v;arrants  in  pay- 
ment of  audited  and  approved  claims. 

Division  of  Purchases  and  Public  Property:  It  is  proposed  that  com- 
plete responsibility  for  purchasing,  for  control  of  all  state  property  except 
public  lands  and  investments,  and  for  the  operation  of  central  office  services 
as  hereinafter  suggested,  be  vested  in  a  division  of  purchases  and  public  proper- 
ty of  the  department  of  finance.  This  division  would  be  headed  by  a  purchasing 
agent  appointed  by  the  director  of  finance.  The  qualifications  of  the  purchas- 
ing agent  should  be  prescribed  by  law  and  should  include  graduation  in  business 
administration  from  an  institution  of  reco£;nized  standing  and  seven  years  of 
business  experience,  of  which  at  least  four  years  shall  have  been  in  a  responsible 
capacity  in  purchasing,  or  any  equivalent  combination  of  education  and  experience; 
and  a  thorough  knowledge  of  purchasing. 

The  purchasing  agency,  subject  to  the  supervision  and  direction  of  the 
director,  should  be  responsible  for  purchasing  for  the  combined  requirements  of 
all  the  spending  agencies  of  all  such  supplies,  materials,  and  equipment  as  can 
efficiently  and  economically  be  purchased  through  a  central  agency.  He  should 
be  given  functional  supervision  of  all  purchasing  by  the  various  spending 
agencies  and  the  power  to  prescribe  rules  and  regulations  to  govern  purchasing 
by  and  for  all  state  agencies.  He  should  have  control  of  all  supply  stocks  and 
enforce  the  keeping  of  inventory  accounts  as  prescribed  by  the  controller.  Per- 
petual inventories  of  plant  and  equipment  should  be  maintained  under  his  di- 
rection, and  he  should  be  given  power  to  transfer,  salvage,  exchange,  and  re- 
commend to  the  director  of  finance  the  condemnation  of  property  not  required  for 
state  purposes. 

The  division  should  operate  a  mail  and  messenger  service,  handle  all 
postage  for  all  departments  located  in  the  state  capitol,  largely  by  postage 
meter,  and  maintain  a  central  supply  service  including  a  central  storeroom  for 
stationery  and  office  supplies. 

All  outgoing  mail  could  be  picked  up  by  a  central  messenger  service  and 
the  postage  be  affixed  by  a  postage  meter.  This  would  give  an  effective  control 
of  postage  and  would  undoubtedly  result  in  a  worthwhile  economy  by  eliminating 
the  losses  always  involved  in  the  decentralized  handling  of  postage  stamps. 
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State  Budgeting  and  Appropriating  Procedures;  ' 

Essential  Elements  of  an  Adequate  Budget  System:  The  essentials  of  an 
adequate  budget  system  and  procedures"  are  incorporated  in  the  suggested  draft  of 
a  fiscal  code  attached  as  Exhibit  A  to  this  report.  They  are  summarized  here. 

There  are  four  distinct  phases  in  any  adequate  budget  system.  These 
are  briefly  described  in  the  following  paragraphs: 

The  first  phase  is  the  preparation  of  a  complete  financial  plan  for  a 
definite  future  period  v;ith  all  the  data  concerning  financial  policies, 
financial  condition,  income  and  expenditures,  receipts  and  disbursements, 
and  costs  of  operations  that  are  needed  for  a  clear  understanding  of  the 
plan  and  procedures.  This  is  what  is  generally  referred  to  as  the  pre- 
paration of  the  budget  but  the  result  is  no  more  than  a  budget  report 
to  the  legislative  assembly. 

The  second  phase  is  the  consideration  of  the  budget  report  by  the  legis- 
lative assembly  and  the  enactment  of  the  appropriation  and  revenue  acts, 
which  should  provide  adequate  means  of  financing  all  appropriations. 

The  third  phase  is  the  preparation  of  the  complete  budget.  This  involves 
amending  the  original  budget  report  to  give  effect  to  all  the  changes 
made  bj'  the  legislative  assembly  in  order  to  record  the  detailed  financial 
plan  as  approved  by  the  legislative  assembly,  as  a  basis  for  the  exercise 
of  budgetary  control. 

The  last  phase,  in  order  but  not  in  importance,  is  the  administration  of 
the  budget.  This  involves  the  authorization  of  expenditures  under  ap- 
propriations through  an  allotment  procedure,  the  maintenance  of  adequate 
accounts  with  both  the  revenue  and  expenditure  sides  of  the  budget,  the 
control  of  the  incurring  of  obligations,  and  the  control  of  the  payment 
of  resulting  claims. 

Criticism  of  the  Present  Budget  Act;  The  title  "legislative  budget" 
is  applied  to  the  biennial  budget  report  (as  defined  above)  of  the  state  board 
of  examiners  to  the  legislative  assembly.   This  report  as  presented  to  the  1941 
legislative  assembly  contains  many  praiseworthy  features,  chief  of  which  is 
the  use  of  a  standard  classification  of  disbursements  by  classes  of  commodities 
and  services  for  some  of  the  agencies. 

One  defect  in  the  budget  report  as  now  prepared  is  that  the  so-called 
expenditure  figures  of  the  various  agencies  represent  disbursements  and  take 
no  account  either  of  obligations  outstanding  and  unpaid  or  of  stocks  of  supplies 
and  materials  on  hand  and  available  for  use. 

There  is  no  requirement  in  the  budget  act  that  the  distinctions  among 
ordinary  expenses  of  operation  and  maintenance  or  ordinary  recurring  expenses,  on 
the  one  hand,  and  extraordinary  expenses,  and  capital  outlays  of  all  kinds,  on 
the  other  hand,  be  recognized.  There  appears  to  be  no  consideration  given  to 
the  principle  of  budgeting  that  an  established  order  of  allocation  of  available 
funds  should  be  maintained.  This  order  should  be  that  applications  for  appro- 
priations for  capital  outlay  and  extraordinary  expense  will  be  considered  only 
after  provision  for  ordinary  recurring  expenses  has  been  made  from  available 
resources  and  only  to  the  extent  of  the  surplus  of  such  resources  over  the  needs 
jfor  the  ordinary  recurring  expenses. 
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There  is  nothing  in  the  budget  act  about  the  administration  of  the 
budget.  The  act  limits  budgeting  to  the  compilation  of  estimates,  the  holding 
of  hearings,  and  the  preparation  of  a  budget  document.   In  this  respect  the  act 
is  especially  deficient.  The  adoption  of  a  budget,  in  the  fullest  sense  of  the 
word,  presupposes  not  only  the  drawing  up  of  a  financial  plan  but  also  actual 
budgetary  control  of  expenditures.  The  budget  act  should  state  clearly  and 
positively  how  the  budget  is  to  be  executed  and  the  limitations  to  be  put  on 
spending  agencies  in  incurring  obligations  under  appropriations. 

This  failure  to  provide  a  means  of  controlling  the  incurring  of  obli- 
gations is  the  outstanding  vjeakness  of  the  budget  act.  It  is  a  fundamental 
principle  of  sound  budgeting  that  the  budget  should  be  balanced  on  a  cash  basis. 
This  necessitates  a  control  that  expenditures  shall  not  be  incurred  unless  it  may 
be  clearly  foreseen  that  there  v;ill  be  cash  in  the  treasury  to  pay  the  resulting 
claims. 


Special  Fund  System  and  the  Budget:  As  previously  noted  the  state 
has  a  great  number  of  special  funds  v;hich,  in  the  final  analysis,  are  but  con- 
tinuing appropriations  for  specific  purposes.  Originally  the  special  fund  system 
was  the  forerunner  or  substitute  for  budgeting.  Modern  budgetary  procedure  is 
incompatible  and  irreconcilable  with  a  system  of  special  funds,  although  any 
budgetary  procedure  in  practice  must  of  a  necessity  recognize  the  existing  fund 
structure  until  it  dan  be  changed. 

The  most  effective  budgetary  results  are  obtained  under  a  condition 
whereby  all  revenues  and  expenditures  coaie  v;ithin  the  scope  of  the  budget. 
Under  such  a  system,  the  resources  of  the  state  can  be  budgeted  and  appropriated 
on  the  basis  of  proved  needs  and  with  due  regard  to  the  relative  importance  of 
the  various  activities  of  government.   The  condition  of  some  inadequately 
financed  activities  and  some  excessivelj''  financed  activities  occurring  simul- 
taneously, found  under  the  special  fund  system  because  of  its  rigidity  in  the 
allocation  of  resources,  can  be  avoided. 

As  a  direct  result  of  the  special  fund  system  little  attention  is 
given  by  the  legislative  assembly  or  by  the  central  fiscal  agencies  to  those 
funds  and  activities-  for  which  no  special  appropriations  are  made.  As  a  case 
in  point,  the  highvjay  department  does  not  prepare  and  submit  budget  estimates. 
This  department  accounts  for  a  very  large  fraction  of  the  expenditures  of  the 
state.   It  v;ould  be  wise  to  provide  that  the  highv;ay  department,  and  other 
agencies  under  similar  circumstances,  submit  to  the  budget-making  authority 
completely  detailed  budget  proposals  with  requests  for  lump-sum  appropriations 
based  thereon,  and  that  an  appropriation  be  mr.de  for  each  mr.in  purpose  for  which 
highway  funds  may  be  expended.  The  highway  department  should  then  be  left  to 
exercise  budgetary  control  over  its  own  expenditures,  subject  to  the  general 
supervision  of  the  department  of  finance,  r.nd  to  the  provision  that  expenditures 
shall  be  made  in  conformity  with  the  detailed  estimates,  except  as  departures 
therefrom  are  made  necessary  by  unforeseen  circumstances, 

I         The  abolition  of  the  special  fund  system  in  Montana  should  be  begun 
'as  soon  as  possible  and  all  the  revenues  and  expenditures  of  the  state  brought 
under  budgetary  control.  This  abolition  of  special  funds  does  not  necessarily 
mean  the  elimination  of  the  policy  of  limiting  the  expenditures  for  certain 
activities  to  the  amount  of  revenue  derived  from  specific  sources.  The  legis- 
lative assembly,  if  it  sees  fit  to  do  so,  may  still  provide  that  appropriations 
for  such  activities  be  limited  as  to  amount  by  the  amount  of  revenue  derived 
from  various  sources. 
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The  optimum  arrangement  in  Montana  would  seen  to  be  the  establishment 
of  one  fund  for  the  general  operations  of  the  state  Fovernraent  v.lth  provisions 
for  special  capital  funds,  trust  funds,  funds  for  the  proceeds  of  bond  issues, 
funds  for  the  retirement  of  bonded  indebtedness,  and  suspense  funds. 

Relationships  Betv;een  the  Appropriation  Acts  and  the  Budge t :  Th e 
appropriation  acts,  of  necessity,  should  be  specific  as  to  the  time, ""amount,  and 
purpose  of  the  authorization  for  the  expenditure  of  public  funds  .  Care  should 
be  exercised,  hov;ever,  that  effective  financial  administration  is  not  hampered 
by  the  restrictive  nature  of  the  appropriation  act.  It  is  preferable  within  the 
limits  set  out  in  the  proposed  fiscal  code  to  secure  control  of  expenditures  by 
means  of  administrative  methods  such  as  adequate  audits,  accounts,  and  financial 
reports. 

Appropriations  that  may  be  used  in  either  year  of  the  biennium  such  as 
those  now  made  for  the  ordinary  expenses  of  various  agencies  are  not  definite  as 
to  time  and  tend  to  exclude  them  from,  the  financial  planning  to  which  other 
expenditures  are  subjected. 

An  appropriation  which  allovjs  an  agency  to  spend  as  much  as  it  re- 
ceives in  revenue  defeats  the  primary  purpose  of  budgeting.  V-Tien  the  amounts 
available  for  expenditures  by  any  agency  are  indefinite  in  amount  and  are  de- 
pendent upon  the  collection  activities  of  such  agency,  a  condition  is  obtained 
whereby  the  agency  assumes  a  proprietary  attitude  tov;ard  the  revenue  collected 
by  it.  Such  a  condition  is  also  conducive  to  excessive  expenditures  on  the  part 
of  some  agencies  v;hile  others  are  forced  to  operate  under  straitened  circum- 
stances. All  public  functions,  other  than  those  business  enterprises  regularly 
provided  for  through  revolving;  working  capital  appropriations  under  such  controls 
are  set  forth  in  the  draft  of  a  proposed  fiscal  code,  should  be  financed  by 
specific  appropriations.  In  the  event  it  is  desired  to  allow  the  amount  of 
collections  to  determine  in  part  the  amount  of  expenditures  to  be  authorized, 
this  can  be  done  at  the  time  the  budget  report  is  compiled  by  taking  into  con- 
sideration the  estimated  collections  in  determining  the  amount  of  appropriation 
requested. 

reed  for  Continuous  Budgeting  and  Allotment  of  Appropriations;  Con- 
tinuous budgeting  is  a  prime  essential  of  effective  financial  management.  Con- 
tinuous budgeting  involves  frequent  reviewing  of  revenue  estimates  and  realiza- 
tions, reestimating  revenue  yields,  considering  the  condition  of  the  treasury, 
and  reviewing  expenditures.  Upon  the  basis  of  such  reviews,  the  spending  program 
of  the  state  should  be  retarded  or  accelerated  as  the  condition  and  estimated 
future  condition  of  the  treasury  may  warrant.  Obviously,  it  is  neither  good 
policy  nor  good  management  to  continue  on  a  spending  program  involving  capital 
outlays  or  extraordinary  expenditures,  when  it  is  clear  that  the  state  is  headed 
for,  or  has  already  incurred,  a  cash  deficit. 

Assuming  that  the  budget  was  balanced  on  a  sound  basis  as  of  the  be- 
einning  of  a  fiscal  period,  it  should  be  possible  for  the  administration  to  con- 
,trol  expenditures  to  the  extent  necessary  to  bring  the  total  within  the  available 
resources.  Neither  the  legislative  assembly  nor  the  administration  can  control 
revenues  so  as  to  provide  any  given  amount  of  cash  at  any  time.  Only  through 
;periodic  review  of  the  progress  of  collections,  adjustments  of  the  revenue 
3stimates  on  the  basis  of  the  latest  available  date,  and  the  authorization  of 
expenditures  in  the  light  of  present  and  probable  future  condition  of  the  treasury, 
;an  cash  deficits  be  avoided. 

An  excellent  illustration  of  the  need  for  continuous  budgetary  control, 
md  of  the  basic  defect  in  the  system  of  providing  special  dedications  of  revenues 
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and  special  funds  for  financing  particular  activities,  is  found  in  the  situation 
now  existing  among  the  various  units  of  the  greater  university.  For  several  years 
these  units  have,  for  the  most  part,  been  seriously  handicapped  by  a  shortage  of 
funds.  This  resulted  in  an  increase  in  the  tax  levy  for  their  support  vjhich  be- 
came available  for  the  current  fiscal  year.  Hov;ever,  there  have  been  marked 
decreases  in  enrollments  in  several  of  the  institutions  in  the  fall  of  1941. 
These  institutions  now  have  appropriations  available  which  will,  if  all  expended, 
result  in  as  much  as  50  or  maybe  60  percent  increases  in  operating  costs  per 
student.  There  should  be  provision  for  a  central  fiscal  agency  to  prevent  ex- 
travagant expenditures  as  a  result  of  this  condition,  vjhich  the  legislative 
assembly  could  not  foresee. 

The  procedures  through  which  continuous  budgeting  is  effected  are 
commonlj''  referred  to  as  an  "allotment  system".  Under  such  a  system  appropria- 
tions do  not  become  available  for  expenditure  until  they  are  "allotted"  to  the 
spending  agencies. 

The  provisions  of  the  suggested  fiscal  code  relating  to  budgeting  con- 
fer upon  the  department  of  finance  the  responsibility  of  administering  an  allot- 
ment system  and  the  duties  involved  in  the  periodic  revievj  of  the  progress  of 
the  collection  of  revenues,  of  revising  the  revenue  estimates  on  the  basis  of  the 
latest  available  information,  and  of  forecasting  the  probable  future  condition  of 
the  treasury. 

Under  this  plan,  the  state  budget,  at  the  beginning  of  the  fiscal  year, 
would  constitute  the  complete  financial  plan  for  the  year,  subject  to  amendment 
as  the  year  progresses.  Prior  to  the  beginning  of  each  quarter,  the  estimates  of 
revenues  vjould  be  revised  and  the  spending  agencies  vjould  revise  their  estimates 
of  money  requirements  and  request  allotments  therefor.  The  director  of  finance 
would  authorize,  prior  to  the  beginning  of  each  quarter,  the  expenditures  vjhich 
he  estimates  can  be  promptly  met  during  the  ensuing  quarter  from  the  available 
rP3ources  in  the  treasury.  In  the  event  of  disagreement  as  to  the  amount  author- 
ized with  any  spending  agency,  the  board  of  finance  would  be  called  upon  to  decide 
the  question  at  issue. 

An  allotment  procedure  such  as  outlined  in  the  suggested  fiscal  code 
would  effectively  prevent  the  rush  at  the  end  of  fiscal  periods  to  spend  every 
available  dollar  appropriated.  It  vjould  also  do  much  to  eliminate  the  need  for 
deficiency  appropriations,  'n/hen  the  expenditure  program  for  each  agency  for  each 
quarter  can  be  reviewed  as  a  whole,  an  alert  director  of  finance  can  prevent 
waste  and  extravagance  due  to  "hit  or  miss"  operating  policies  much  more  readily 
than  through  consideration  of  individual  items  of  expenditure. 

Budgetary  Control  Over  Individual  Expenditure  Items:   In  addition  to  the 
'quarterly  allotment  of  funds,  an  adequate  control  should  be  established  over  ex- 
penditures prior  to  the  time  that  the  liability  for  them  has  been  incurred.  This 
control  should  extend  to  the  propriety  of  the  individual  expenditure  item  under 
the  appropriation  act  and  the  allotment  to  vjhich  the  expenditure  is  to  be  charged. 
The  control  should  also  extend  to  the  determination  of  the  availability  of  funds 
to  meet  the  proposed  disbursement  v.'ith  the  power  of  veto  until  all  funds  are  made 
available. 

If  the  budgetary  control  of  expenditures  is  to  be  made  effective,  it  is 
imperative  that  no  contracts  be  entered  into  nor  orders,  oral  or  vjritten,  be  issued 
Tor  the  doing  of  any  work  or  the  furnishing  of  any  commodities,  that  will  involve 
3xpenditures  in  excess  of  appropriations  or  budget  allotments,  or  for  unauthorized 
purposes.  It  is,  therefore,  necessary  that  some  agency  should  be  responsible  for 


29. 

seeing  that  expenditures  do  not  exceed  appropriations  and  that  unauthorized  ob- 
ligations are  not  incurred,  and  for  examining,  and  accounting  systematically  for, 
all  commitments. 

If  responsibility  for  spendinG  is  definitely  delegated  to,  and  placed 
upon  the  administrative  heads  of  spending  agencies  under  clear  rules  and  regula- 
tions; if  they  are  required  promptly  to  advise  a  central  control  office  of  all 
commitments  entered  into;  if  information  is  made  available  to  them  at  frequent 
intervals  as  to  expenditures  made;  and  if  their  proposed  expenditure  programs  are 
reviewed  in  detail  in  advance,  it  is  not  essential  that  prior  approval  by  the 
department  of  finance  be  required  of  proposed  expenditures  as  to  their  propriety 
and  as  to  availability  of  funds,  before  the  contracts  (under  certain  amounts)  are 
entered  into  or  orders  issued. 

If  proper  provision  is  made  for  prompt  recording  of  the  incurring  of 
obligations,  information  as  to  the  contingent  liabilities  of  the  state,  needed 
in  budget-making,  can  easily  be  produced  as  a  by-product  of  the  system  of  control 
in  effect. 

Current  or  Freauditing;   It  is  now  customary  to  speak  of  the  proper 
kind  of  internal  audit,  in  vjhich  proposed  commitments  and  claims  are  passed  upon 
before  obligations  are  incurred  or  payments  are  authorized,  as  a  preaudit.  The 
preaudit  first  determines  that  the  proposed  expenditures,  as  evidenced  by  pur- 
chase requisitions  and  orders,  contracts,  service  agreem.ents,  and  travel  authori- 
zations, are  strictly  within  the  scope  and  purpose  of  the  appropriations  to  which 
the  resulting  expenditures  are  to  be  chareed,  that  the  prices  or  rates  are  fair 
and  reasonable,  and  that  sufficient  funds  are  available  to  liquidate  the  claims;: 
end,  second,  concerns  itself  vjith  the  actual  claims  in  order  to  insure  that  they 
represent  properly  authorized  expenditures,  that  the  rates  or  prices  charged  are 
fr.ir  and  are  as  stipulated  in  the  orders  or  contracts,  that  the  comiiiodities  have 
bsen  received  or  the  services  rendered  for  the  benefit  of  the  state  and  are  satis- 
factory, t>-at  each  claim  is  m.athematically  correct,  and  that  no  part  of  any  claim 
has  been  passed  previously  for  payment.  This  is  the  only  kind  of  an  audit  that 
is  really  effective  in  preventing  the  common  types  of  losses  and  estravagances , 
and  is  the  audit  that  should  be  made  by  or  under  the  supervision  and  direction  of 
a  central  fiscal  agency. 

The  preaudit  does  not  now  extend  to  proposed  expenditures  except  those 
relating  to  printing,  capital  outlay,  or  travel  out  of  the  state.  The  state  board 
of  examiners  is  required  by  law  to  pass  upon  the  proposed  expenditures  for  print- 
ing and  capital  outlay  and  have  adopted  a  policy  of  passing  upon  proposed  out-of- 
state  travel.  Other  than  this  there  is  no  central  fiscal  agency  vjith  the  power 
to  prevent  the  incurring  of  obligations  for  improper  expenditures,  including 
expenditures  in  excess  of  appropriation  balances,  nor  is  there  any  proper  basis 
for  the  audit  of  claims  when  they  are  presented  for  payment. 

Responsibility  for  the  preaudit  function  is  at  present  divided  among 
the  state  board  of  examiners,  the  state  purchasing  agent,  and  the  state  auditor. 
In  order  to  insure  themselves  in  a  measure  of  the  true  status  of  the  claims  they 
are  called  upon  to  approve,  the  state  board  of  examiners  has  caused  a  unit  to 
be  set  up  under  its  direction  to  examine  claims  presented  to  it.  This  unit, 
functioning  as  it  does  with  no  notice  of  the  obligations  until  the  claims  are 

/presented,  performs  its  work  as  well  as  can  be  expected. 

I 

j         All  purchases  of  supplies,  materials,  and  com-  odities  must  be  made 

'through  the  state  purchasing  department.  The  claims  covering  these  purchases 
are  approved  by  the  heads  of  the  various  state  agencies  receiving  the  commodities 
as  to  the  receipt  and  satisfactory  condition.  Such  claims  are  then  passed  upon 
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and  approved  by  the  purchasing  egent  for  agreement  as  to  price  and  quantity  with 
the  purchase  order  or  contract.  The  claims  are  then  passed  by  the  state  board 
of  examiners  without  question  as  to  accuracy  or  propriety. 

The  state  auditor  is  required  by  law  to  audit  all  claims  against  the 
state.  At  the  time  the  v;arrants  ere  written  by  the  auditor  an  examination  as  to 
the  fund  or  appropriation  designation  is  made.  The  mathematical  accuracy  is 
checked  and  the  availability  of  appropriation  balances  is  ascertained. 

The  procedures  novj  followed  are  not  designed  to  insure  that  attention 
is  given  to  every  point  that  should  be  covered  before  a  claim  is  finally  approved 
for  payment.  Some  duplication  of  effort  is  present  and  it  is  felt  that  the  in- 
stallation of  an  effective  system  of  preauditing  would  not  result  in  an  increase 

in  force. 

Need  for  Consolidated  Contingent  Appropriations;  The  term  "contingent" 
is  used  here  to  mean  "dependent  upon  factors  that  cannot  be  foreseen."  No 
reference  is  intended  to  the  so-called  "contingent  advances"  made  to  various 
stF.te  agencies  xvhich  operate  in  the  manner  of  imprest  cash  funds.  It  is  the 
practice  of  many  of  the  spending  agencies  to  request,  and  for  the  legislative 
assembly  to  grant,  deficiency  appropriations.  While  a  part  of  the  necessity  for 
deficiency  appropriations  lies  in  unforeseen  happenings,  the  practice  of  allov;ing 
deficiency  appropriations  has  resulted  in  the  relaxing  of  administrative  control 
of  expenditures  as  it  virtually  obviates  any  necessity  for  staying  v;it  hin  the 
original  appropriations. 

Some  provision  for  contingencies  is  necessary,  as  spending  agencies 
should  be  encouraged  to  keep  requests  for  appropriations  to  a  minimum  in  the 
assurance  that,  should  real  unforeseen  circumstances  require  it,  additional  funds 
can  be  made  available. 

Specific  appropriations  for  amounts  in  excess  of  requirements  are  high- 
ly undesirable  and  the  spending  ngencies  should  not  be  permitted  to  pad  their 
requests  for  appropriations  to  provide  for  contingencies.  The  proper  procedure 
is  to  provide  for  demonstrated  needs  only  and  frankly  to  admit  the  need  for  a 
provision  for  contingencies. 

One  of  the  reasons  why  a  separate  contingent  appropriation  for  each 
spending  agency  is  undesirable  lies  in  the  fact  that  more  money  is  required  to 
be  appropriated  than  when  one  such  appropriation  is  made  for  the  state  as  a  whole. 

The  suggested  fiscal  code,  therefore,  makes  provision  for  one  contingent 
appropriation  to  be  made  to  the  department  of  finance  to  be  allotted  to  the  spend- 
ing agencies  only  when  actual  contingencies  are  proved  and  the  need  for  funds 
demonstrated, 

A  central  approval  of  expenditures  under  the  head  of  contingencies  is 
provided  by  the  suggested  fiscal  code  and  is  certain  to  provide  savings.  Such 
central  approval  in  every  case  is  a  necessary  part  of  the  system  of  having  a 
single  contingent  appropriation.  It  has  been  demonstrated  in  other  states  that 
a  central  contingent  appropriation  is  an  important  factor  in  eliminating  deficits 
and  deficiency  appropriations,  vjhich,  before  the  establishment  of  the  central 
contingent  appropriation,  often  ran  to  several  times  the  amount  of  expenditures 
made  from  such  contingent  appropriation. 
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Accounting  and  Fiscal  Reporting; 

general  Comments  on  Accounting  System:  It  is  the  purpose  of  ac«ounting 
and  fiscal  reporting  to  produce,  and  make  available  in  permanent  form,  such  in- 
formation about  the  financial  operations  and  financial  condition  of  the  state  as 
will  be  useful  to  administrative  officials  and  members  of  the  legislative  assem- 
bly. The  principal  caterories  into  which  the  information  required  may  be  classi- 
fied are  those  that  relate  to: 

Financial  Condition 

Comparisons  of  Actual  Performance  with  Financial  Plans 

Income 

Expenditures 

Receipts 

Disbursements 

In  later  paragraphs  the  extent  to  which  the  present  accounting  system 
fails  to  produce  the  information  necessary  is  pointed  out. 

Araong  the  immediate  causes  of  the  present  inadequacy  of  accounting 
records,  the  complex  and  outmoded  body  of  fiscal  law  deserves  special  mention. 
The  defects  in  organization  for  financial  administration  unquestionably  are  con- 
tributing causes.  The  modern  technique  of  governmental  accounting  has  not  been 
given  a  chance  to  find  a  foothold  or  demonstrate  its  advantages.  Unfortunately, 
the  remedy  is  not  easy  to  put  into  effect.  Of  necessity  the  accounting  system 
of  the  state  must  be  accommodated  to  the  financial  organization  of  the  state,  its 
policies,  and  its  general  operating  methods.  The  latter  are  determined  now,  to 
a  considerable  extent,  by  the  statutes,  which  are  badly  in  need  of  revision. 

Much  could  be  done  to  eliminate  imperfections  in  the  present  system  in 
line  vjith  the  recommendations  in  this  report  for  the  changes  in  organization  and 
procedures  possible  vjithout  constitutional  and  statutory  changes.  It  would  net 
be  wise,  however,  to  perfect  an  accounting  system  desi^-ned  solely  to  give  effect 
to  present  laws;  but  once  a  clear,  consistent,  and  enlightened  financial  policy 
has  b  een  determined  upon,  the  vjork  of  devising  and  installing  a  modern  account- 
ing system  could  proceed  freely  and  surely  to  yield  the  maximum  of  beneficial 
results. 

In  considering  the  state's  accounting  system,  the  fact  that  a  compre- 
hensive and  adequate  budget  cannot  be  prepared  without  the  information  and  data 
that  only  adequate  accounts  can  produce,  should  be  recognized.  Even  if  the  most 
perfect  budget  system  that  could  be  devised  were  provided,  it  could  not  acccom- 
plish  its  purpose  under  the  present  accounting  system.  There  is,  therefore,  very 
little  to  be  gained  from  improving  the  state  budget  law  as  suggested  earlier  in 
this  report,  if  provision  is  not  made  at  the  same  time  for  implementing  the  or- 
ganization and  procedures  for  financial  administration  with  an  adequate  system  of 
accounting  records  and  reports,  V/ith  this  in  mind  the  suggested  draft  of  a  fiscal 
code  has  been  developed  to  incorporate  provisions  for  adequate  accounting  and 
fiscal  reporting  methods  as  well  as  nrovisions  relating  to  budgeting  procedure. 

If  it  is  decided  to  put  into  effect  the  proposed  plan  of  organization 
involving  no  statutory  or  constitutional  changes,  the  state  board  of  examiners 
and  the  state  accountant  will  find  it  necessary  to  make  certain  changes  in  forms 
and  Drocedures.  Such  changes  need  not  be  extensive  in  nature.  At  such  time, 
however,  as  the  changes  incorporated  in  the  suggested  fiscal  code  are  put  into 
effect,  it  would  be  necessary  to  have  an  entirely  new  set  of  documents,  books  of 

iOriginal  entry,  and  ledgers,  together  with  a  totally  different  division  of  account- 
ing work  and  the  coordination  of  the  processes  of  the  accounting  office  with 

/those  of  other  departments  of  the  state. 


•  B 


32. 

Information  Required  as  to  Financial  Condition:   One  of  the  first 
requisites  of  financial  administration  is  information  as  to  financial  condition. 
Such  information  is  needed  for  the  current  management  of  funds,  for  financial 
planning,  and  for  rendering  an  account  of  the  stewardship  of  public  funds. 

The  medium  through  which  this  information  is  made  available  is  the 
balance  sheet.  The  tern  "balance  sheet,"  as  it  is  generally  used,  refers  to  a 
statement  presenting  on  the  one  side  in  summary  form  under  a  suitable  classifi- 
cation, all  property  owned,  and  what  purports  to  be  its  value  and,  on  the  other 
side,  also  in  summary  form  and  suitably  classified,  all  amounts  owing  to  credi- 
tors. Its  primary  purpose  is  to  disclose  the  relationship  betv;een  assets  and 
liabilities. 

The  financial  condition  of  a  state  government,  however,  is  in  no  way 
dependent  upon  vjhat  monetary  values  may  be  placed  upon  land,  buildings,  equipment, 
or  such  public  improvements  as  highways,  roads,  and  bridges.  Information  con- 
cerning the  value  of  these  assets  has  no  bearing  on  financial  condition  as  of 
any  given  date,  and  it  is,  therefore,  better  excluded  from  the  balance  sheet. 

The  information  as  to  financial  condition  thtt  is  needed  in  such  as 
will  disclose  the  relationships  between  assets  and  the  liabilities  payable  from 
them.  It  should  disclose  as  of  a  given  date  v;hether  there  are  sufficient  liquid 
resources  -  cash  and  other  assets  that  may  be  readily  converted  into  cash  -  to 
meet  liabilities  payable  irar.iediately,  and  whether  there  is  a  surplus  of  such  re- 
sources available  for  expenditure  in  the  ensuing  period. 

Information  as  to  financial  condition  is  absolutely  indispensable  to 
effective  financial  planning,  because  a  surplus  of  resources  as  of  the  end  of  a 
fiscal  period  constitutes  a  means  of  financing  in  the  ensuing  period  and,  con- 
versely, a  deficit  or  an  excess  of  liabilities  over  the  available  resources  as  of 
the  end  of  a  period  must  be  provided  for  from  the  resources  of  the  ensuing  period. 
The  surplus  or  deficit  of  available  resources  as  of  the  end  of  a  fiscal  period 
may,  therefore,  have  a  very  important  bearing  upon  the  income  and  expenditure 
programs  of  a  new  fiscal  period. 

This  sounds  extremely  simple.  But  it  is  not  uncommonly  found  in  other 
jurisdictions  that  a  lack  of  reliable  information  as  to  financial  condition  has 
resulted  in  overtaxation  or  drastic  retrenchment  of  expenditures,  when  neither 
was  justified,  and  both  of  which  adversely  affected  the  vjelfare  of  the  people  and 
the  morale  in  the  government  service.  Moreover,  without  reliable  information 
it  is  impossible  to  ascertain  v;ith  any  degree  of  accuracy,  the  outcome  of  the 
operations  of  a  fiscal  period  and  the  soundness  or  unsoundness  of  the  financial 
and  oper=3ting  plans. 

Information  as  to  assets  and  liabilities  is  an  important  factor  in 
treasury  management.  Provision  can  be  made  for  the  prompt  payment  of  claims 
against  the  state,  and  for  the  division  of  cash  between  active  and  inactive  de- 
positories, only  when  the  probable  receipts  and  disbursements  from  day  to  day  can 
be  estimated  with  a  fair  degree  of  accuracy.  In  making  such  estimates  a  state- 
ment of  financial  condition  presents  needed  basic  data. 

It  is  axiomatic  in  effective  management  that  administrative  officials 
should  be  concerned  with  only  those  details  that  represent  deviations  from  plans 
3r  established  routines,  but  that  they  should  be  kept  informed  as  to  the  carry- 
ing out  of  plans  through  the  medium  of  performance  reports.  It  is  a  function 
;3f  the  financial  officer  to  see  that  all  receivables  are  properly  controlled, 
'ind   that  collections  are  effected  as  promptly  as  possible.  Frequent  reports  on 
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financial  condition  disclose  the  amount  of  cash  tied  up  in  receivables.  They 
bring  to  the  attention  of  the  administrator  the  need  for  follov/-up  of  collections, 
and  for  proper  accounting  control. 

In  the  absence  of  reports  on  financial  condition  or  special  reports  on 
receivables,  it  has  been  repeatedly  demonstrated  that  the  accounting  and  auditing 
control  of  them,  and  the  collection  procedures,  develop  into  mere  routines,  which 
come  to  be  regarded  as  the  whole  aim.  Some  one  responsible  official  should  be 
held  responsible  for  the  frequent  review  of  receivables,  in  the  light  of  in- 
formation as  to  the  financial  condition. 

Since  each  of  the  special  funds  into  which  the  resources  of  the  state 
government  are  segregated,  represents  an  allocation  of  resources  for  some 
definite  purpose  or  activity,  the  effect  is  to  restrict  the  application  of  the 
assets  of  the  fund  and  the  means  of  retiring  its  liabilities.  Moreover,  the 
surplus  of  each  fund  is  available  only  for  the  purpose  for  vjhich  the  fund  was 
created.  It  is  obvious  that  in  order  accurately  to  portray  the  financial  con- 
dition of  the  state,  fund  restrictions  must  be  recognized  in  the  preparation  of 
balance  sheets  or  statements  of  financial  condition.  Statements  of  financial 
condition  for  the  general  revenue  fund  and  each  special  fund  ought  to  be  made 
avfiilable;  othervjise  there  is  no  vjay  of  knov;in£  whether  restrictions  on  the  use 
of  funds  are  being  observed,  and  no  basis  for  determining  the  sufficiency  or  in- 
sufficiency of  the  income  of  the  general  revenue  fund  or  the  resources  set  aside 
for  particular  purposes. 

Information  Produced  as  to  Financial  Condition;   Both  the  state  auditor 
and  the  state  accountant  produce  balance  sheets  proporting  to  reveal  the  fi- 
nancial condition  of  the  state.  These  balance  sheets  are  similar  in  form  and 
content.  The  balance  sheet  prepared  by  the  state  auditor  sppears  as  a  part  of 
his  "Biennial  Report"  and  the  balance  sheet  prepared  by  the  state  accountant 
appears  as  a  part  of  the  "Legislative  Budget."  In  each  there  appears  on  the 
asset  side  a  statement  of  the  cash  holdings  of  the  state,  the  value  of  the  in- 
vestments, and  the  value  of  inventories  end  other  state  property  including  the 
value  of  buildings  and  structures.  On  the  liability  side  of  the  balance  sheets 
there  appears  a  statement  of  the  warrants  and  the  bonds  outstanding.  The  dif- 
ference betv;een  the  total  shovm  for  the  assets  and  the  liabilities  is  shovm  as 
surplus . 

It  can  be  seen  from  this  description  of  the  balance  sheets  of  the  state 
that  the  useful  information  produced  as  to  financial  condition  is  exceedingly 
meager. 

Both  of  the  balance  sheets  are  deficient  in  that  they  do  not  take  into 
account  the  cash  in  the  hands  of  the  collecting  and  spending  agencies  or  in 
transit  to  the  treasury.  There  is  no  information  produced  or  on  record  as  to 
the  amounts  owed  to,  and  by,  the  state.  No  attempt  is  ever  made  to  establish 
the  amount  of  the  accounts  payable  as  of  the  end  of  the  year,  not  even  the  amount 
of  those  that  may  have  been  presented  for  payment  and  are  held  unpaid. 

Statements  of  the  cash  transactions  are  prepared  by  the  state  auditor 
v.'herein  the  cash  balance  and  outstanding  vjarrants  of  each  fund  are  shown.  Other 
statements  showing  the  investments  of  each  fund  are  also  prepared  but  no  other 
information  as  to  the  assets  and  liabilities  of  the  funds  is  presented  or  is 
available . 

Strict  segregation  of  the  resources  of  the  several  special  funds  are 
maintained,  within  the  limitation  that  all  transactions  are  recorded  on  a  cash 
basis . 
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No  particular  effort  on  the  part  of  any  central  fiscal  agency  is  made 
to  establish  control  over  or  collect  outstanding  accounts  receivable  that  may  be 
due  the  state.  Each  collecting  agency  is  left  to  its  ovm  devises  as  to  the 
collecting  methods  employed  and  the  records  or  control  established.  This  con- 
dition is  understandable  vjhen  it  is  considered  that  all  financial  transactions 
of  the  state  are  recorded  upon  the  cash  basis  rather  than  an  accrual  basis. 

Information  Required  for  the  Comparison  of  Financial  Plans  and  Actual 
Performance;   That  the  financial  plans  of  the  state  should  be  compared  with 
actual  performance,  implies  the  existence  of  a  concrete  financial  plan  for  a 
definite  future  period  and  records  of  the  performance  under  the  plan. 

The  complete  financial  plan  for  each  fiscal  year  should  take  the  form 
of  a  detailed  budget,  embracing  both  means  of  financing  and  estimated  expendi- 
tures. The  budget  should  be  based  upon  the  original  budget  report  revised  to 
bring  it  into  conformity  vjith  the  revenue  and  appropriation  acts,  and  to  allow 
for  differences  betvjeen  the  estimated  financial  condition  as  of  the  beginning  of 
a  year  and  the  actual  condition. 

Accounts  should  be  maintained  with  the  budget  estimates,  in  order  to 
disclose  their  status  at  all  times  and  variations  from  them.  V/hen  these  pro- 
cedures are  followed  it  is  possible  to  show  definitely  the  extent  to  which  the 
legislature  and  the  administration,  respectively,  are  responsible  for  the  fi- 
nancial plans,  and  systematically  and  accurately  to  account  for  every  variation 
between  estimated  available  resources  and  the  resources  actually  made  available 
and  between  the  planned  spending  program  and  actual  expenditures.  VJhen  re- 
sponsibilities can  be  definitely  fixed,  there  is  likely  to  be  more  care  exercised 
in  estimating  and  planning,  and  fewer:  glaring  mistakes  made.  Moreover,  the 
frequent  comparison  of  budget  estimates,  broken  down  by  months,  with  actual  per- 
formance, is  absolutely  essential  to  effective  financial  management.  A  deficit 
may  be  avoided  by  the  proper  kind  of  fiscal  control  based  on  complete  and  ac- 
curate data  ns  to  the  working  out  of  the  financial  plan. 

Information  Produced  for  the  Comparison  of  Financial  Flans  and  Actual 
Performance:  The  state  has  made  no  provision  for  the  systematic  compilation  of 
data  and  preparation  of  reports  on  the  working  out  of  its  financial  plans.  In 
fact,  it  may  be  said  that  the  financial  planning  of  the  state  is  of  a  rudimentary 
nature.  There  does  not  appear  to  have  been  any  attempt  made  by  any  administra- 
tive agency  to  prepare  a  complete  budget  based  on  the  original  budget  estimates 
as  modified  by  the  revenue  and  appropriation  acts,  much  less  to  keep  accounts 
with  budget  estimates,  or  to  compare  the  detail  estimated  resources  with  reali- 
zation, and  the  estimated  with  the  actual  expenditures.  The  most  that  is 
accomplished  is  the  keeping  of  accounts  with  the  total  amounts  appropriated  b; 
the  legislature.  This  operation  is  carried  out  by  both  the  state  auditor  and 
the  state  accountant  and  serves  to  keep  the  cash  disbursements  for  any  particular 
year  T/;ithin  the  appropriation  limits,  but  does  not  serve  to  keep  the  incurring 
of  obligations  within  these  limits. 

Information  Required  as  to  Income:   It  would  seem  to  be  superfluous  to 
say  that  information  as  to  ell  the  sources  of  income  of  the  state  government  as 
a  whole  and  the  amount  accrued  from  each  source  in  a  given  period  ought  to  be 
produced.  Without  information  as  to  the  sources  of  income  and  the  amount  accrued 
from  each  source,  there  can  be  no  effective  control  of  collections,  and  no  proper 
basis  for  the  intelligent  consideration  of  revenue  programs. 

Definite  and  reliable  information  as  to  the  sources  of  all  income  en- 
ables the  financial  officers  to  analyze  fluctuations  in  income  and  is  indispens- 
able to  the  preparation  of  the  budget.  It  discloses  items  of  income  that  do  not 
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justify  the  administrative  expenses  involved  and  facilitates  comparisons  with 
other  states. 

For  administrative  and  control  purposes  the  agencies  of  the  govermaent 
responsible  for  the  assessment  and  collection  of  income  ought  also  to  be  dis- 
closed. This  means  that  information  as  to  the  sources  of  income  for  which  each 
agency  is  responsible  ought  to  be  produced. 

Information  should  also  be  produced  as  to  the  allocution  of  income  to 
the  various  funds,  and  as  to  the  sources  of  income  of  each  fund,  for  the  assess- 
ing and  collecting  of  which  the  several  agencies  are  responsible. 

The  asset  value  of  uncollected  income  should  be  determined  as  closely 
as  possible  in  order  that  the  statements  of  financial  condition  may  reflect  the 
situation.  The  full  amount  of  all  uncollected  income  ought  to  be  set  up  on  the 
general  books  of  the  state,  as  should  the  estimate  of  the  uncollectible  portion, 
and  the  difference  should  be  included  as  an  asset.  This  makes  the  financial 
statement  tell  the  complete  story,  and  has  just  the  sane  effect  as  saying  there 
is  so  much  money  ov/ing  to  the  state,  but  that  it  is  believed  to  be  safe  to  count 
on  only  a  stated  amount  of  it  as  being  collectible.  This  cannot  be  done  without 
full  and  complete  information  concerning  the  income. 

Information  Produced  as  to  Income:  There  is  no  systematic  and  compre- 
hensive accounting  for  the  income  accrued  or  accruing  to  the  state.  The  central 
fiscal  agencies  content  themselves  vjith  a  record  of  the  income  actually  re- 
ceived, distributed  according  to  funds  to  ivhich  such  income  is  allocated  by  the 
statutes.  The  state  accountant  maintains  a  distribution  of  this  income  according 
to  source  as  vjell  as  the  allocation  to  funds. 

All  records  of  income  maintained  by  the  central  fiscal  agencies  are 
developed  from  reports  of  the  collecting  agencies  and  copies  of  official  receipt."^ 
given  by  the  state  treasurer  to  the  collecting  agencies  when  the  revenues  col- 
lected are  deposited  v;ith  him.  All  income  to  the  state  does  not  clear  through 
the  state  treasurer  and  his  records  are,  therefore,  deficient  to  this  extent. 

There  is  no  evidence  of  there  ever  having  been  a  determined  attempt  by 
eny  central  fiscal  agency  to  establish  and  maintain  a  control  over  anticipated 
end  realized  income  although  there  does  seem  to  be  some  basis  in  lav;  for  the 
state  auditor  to  discharge  this  function. 

The  individual  collecting  agencies  do  not  maintain  adequate  records  of 
receivables  due  the  state.  Possibly  the  most  extensive  records  of  this  kind  are 
maintained  by  the  board  of  equalization  in  order  to  control  the  partial  payments 
received  on  income  tax. 

It  is  emphasized  at  this  point  that  where  there  is  no  control  of  in- 
come, there  can  be  no  control  of  receivables  and  no  vigorous  prosecution  of  the 
collection  of  amounts  due  the  state.  In  this  respect  the  requirements  of  an 
effective  financial  administration  are  not  met  by  any  state  agency  for  the  state 
as  a  v;hole. 

Information  Required  as  to  Expenditures:  The  actual  expenditures  of 
the  state  government  as  a  whole  for  a  fiscal  period  should  be  compared  with  the 
asset  value,  or  the  estimated  collectible  portion,  of  the  income  of  the  same 
.period.  This  is  done  through  the  medium  of  a  statement  of  operations.  The 
i'coxmecting  link  betv/een  the  statement  of  operations  and  the  balance  sheet  is  the 
i surplus  account  vjherein  the  effect  on  surplus  of  the  transactions  of  the  period 
jis  clearly  indicated,  and  v;here  accounting  should  be  made  for  realizations  from 
'fixed  assets,  receipts  of  prior  years  not  set  up  as  assets,  etc. 
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Concerning  expenditures  of  any  period,  one  of  the  first  matters  of 
general  interest  is  the  total  for  the  period,  and  the  second  is  the  relationship 
betv/een  that  total  and  the  total  asset  value  of  the  income  of  the  period  plus 
the  available  resources,  or  less  the  deficit  of  resources,  as  of  the  end  of  the 
previous  period. 

A  comparison  of  receipts  and  expenditures  is  not  of  very  great  signifi- 
cance even  under  the  pay-as-you-go  policy  of  operating.  The  state  does  not  make  ; 
purchases  on  the  "C.O.D."  plan.  For  this  reason  only  a  very  snail  portion  of  the 
expenditures  of  any  one  month  or  other  period  is  net  from  the  cash  receipts  of  the 
same  period.  Claims  against  the  government  have  an  average  currency  of  at  least 
thirty  days  from  the  tine  the  expenditures  that  they  represent  are  made  until 
they  are  paid.  A   large  portion  of  claims  is  not  presented  for  payment  in  the 
ordinary  course  of  business  within  thirty  days.  I.Tien  considering  neane  of  fi- 
nancing, disbursements,  and  not  expenditures,  should  be  compared  with  actual  cash 
receipts . 

But  information  as  to  expenditures  is  needed  if  the  true  cost  of  govern- 
ment is  to  be  ascertained  and  if  the  budgetary  control  of  expenditures  is  to  be 
made  effective. 

The  purposes  for  l-Jhich  Expenditures  are  Made:   With  regard  to  expendi- 
tures, the  information  that  probably,  in  the  final  analysis,  is  of  greatest  im- 
portance to  the  taxpayers  is  that  as  to  the  purposes  for  which  the  expenditures 
were  made. 

All  expenditures  are  made  vjith  a  viev;  to  attaining  some  end  or  purpose 
in  the  carrying  out  of  the  functions  of  government.  Information  should,  there- 
fore, be  produced  as  to  the  amount  of  money  expended  for  the  major  functions  of 
government.  The  legislature,  the  financial  officers,  the  citizens  and  taxpayers, 
ought  to  know,  for  example,  how  m.uch  money  is  being  spent  for  general  government; 
protection  to  person  and  property;  conservation  of  health  and  sanitation;  con- 
struction and  maintenance  of  highv/ays,  roads,  and  bridges;  charities,  hospitals, 
and  corrections;  education;  conservation  and  development  of  natural  resou3x;es; 
etc.  Such  information  is  indispensable  if  the  relative  importance  of  the  major 
functions  of  government  is  to  be  properly  considered  and  a  '.-ell-balanced  govern- 
ment service  to  meet  the  demands  of  the  majority  of  the  people  provided.  This 
information  ought  to  be  produced  for  the  state  government  as  a  v;hole,  irrespective 
of  the  sources  from  which  the  agencies  responsible  for  the  various  functions  are 
supported. 

The  Expenditures  of  Each  Agency  of  Government;  In  the  interests  of 
expenditure  control  and  to  disclose  in  a  general  v;ay  the  agencies  responsible 
for  the  major  functions  of  the  state  government,  information  as  to  the  expendi- 
tures of  each  of  the  agencies  is  indispensable.  Ultimate  responsibility  for  ex- 
penditures rests  in  the  administrative  heads  of  the  several  agencies  of  the 
government,  and  the  amount  of  money  spent  by  each  must  be  knovm  currently  if 
budgetary  control  is  to  mean  anything.  Itost  of  the  c?gencies  of  the  government 
can  be  classified  by  m.ajor  functions  of  government,  so  that  one  statement  can  be 
produced  to  show  the  total  expenditures  of  each  agency  and  the  total  for  each  major 
function  of  government. 

The  Ordinary  Expenses  of  Government:   In  financing  the  activities  of 
the  state,  the  first  consideration  ought  to  be  provision  for  the  ordinary  ex- 
penses, or  what  might  loosely  be  called  the  normal  running  expenses.  These 
.expenses  will  be  termed  here  the  "ordinary  recurring  expenses"  because  they  recur 
iin  more  or  less  equal  amounts  from  year  to  year.  The  ordinary  recurring  expenses 
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of  each  major  function  of  government  and  of  each  agency  of  the  government  ou£^t 
to  be  known.  They  should,  therefore,  be  classified  by  major  functions  of  govern- 
ment and  by  expending  agencies. 

Extraordinary  Expenses  and  Capital  Outlays:  Expenditures  or  capital 
outlays  for  the  acquisition  of  land,  erection  and  equipment  of  buildin^^s,  and 
the  construction  of  hif^.vjays;  and  extraordinary  expenses  occasioned  by  such  un- 
foreseen and  uncontrollable  things  as  windstorms,  floods,  epidemics,  etc.,  ought 
to  be  1  considered  separate  and  apart  from  ordinary  recurring  expenses.  Capital 
outlays  should  be  classified  separately  to  show  the  outlay  of  each  agency  and 
the  total  for  each  major  function  of  government.  Extraordinary  expenses  should 
be  similarly  classified. 

The  Commodities  and  Services  Purchased:  The  most  practicable  way  in 
which  the  expenditures  of  any  agency  or  for  any  purpose  can  be  estimated  is 
through  the  determination  of  what  personal  services  and  contnodities  are  required. 
Also  in  controlling  expenditures  it  is  not  sufficient  to  know  that  money  was  ex- 
pended for  a  particular  purpose,  but  the  justification  for  salaries  and  wages' 
paid,  for  the  cost  of  contrectual  services,  for  supplies  and  materials  bought, 
and  for  property  acquired,  should  be  apparent.   It  is,  therefore,  necessary  to 
^et  information  as  to  the  things  purchased  for  a  given  purpose.  This  information 
is  produced  through  a  classification  of  ordinary  recurring  exi3enses,  extraordinary 
expenses,  and  capital  outlays,  by  services  and  cormrodities.  Such  a  classification 
is  similar  to  that  nov;  used  in  the  preparation  of  the  state  budget  estimates  and 
is  sometimes  knovjn  as  a  classification  by  objects  of  expenditure. 

The  Expenses  of  the  Activities  of  Spending  Agencies:  For  management 
purposes,  information  relative  to  the  expenses  of  each  activity  of  a  spending 
money  is  needed,  v;here  the  agency  is  large.  Concerning  the  expenses  of  an  in- 
stitution, for  example,  it  may  be  desirable  to  laiovif  how  much  was  expended  for 
erch  kind  of  services  and  commodities  and  the  total  ordinary  recurring  expenses. 
The  total  expenses  may  not  be  too  high  but  moneys  may  have  been  expended  in  v.Tong 
directions  to  the  detriment  of  the  v/elfere  of  the  inmates  or  the  service  which 
the  institution  renders. 

As  indicative  of  the  quality  of  service  rendered  and  the  need  for 
attention  to  organization,  personnel,  and  methods,  information  as  to  the  portion 
of  the  total  expenses  devoted  to  administration,  subsistence  and  general  care  of 
inmates,  medical  care  and  treatment,  instruction,  custody,  extramural  care  and 
treatment,  maintenance  of  grounds,  operation  of  plant,  and  operation  and 
msintenance  of  farm  respectively,  is  invaluable  to  the  institution  nanagement, 
to  the  general  management  exercised  by  the  central  welfare  department,  and  to  the 
budget-making  and  appropriating  authorities.  A  classification  of  ordinary  re- 
curring expenses  by  activities  discloses  in  ivhat  direction  an  agency  is  expending 
its  funds  and  furnishes  basic  data  needed  for  the  appraisal  of  the  operating  plan 
of  the  agency.  It  is  importc;nt,  therefore,  that  information  as  to  the  expenses 
of  the  activities  of  the  larger  spending  agencies  be  produced. 

Expenditures  from,  the  Various  Funds:  The  amount  and  purpose  of  the 
expenditures  made  from  each  special  fund  should  be  disclosed  and,  in  connection 
with  statements  of  the  expenditures  of  each  agency  of  the  goverrjnent,  the  amount 
charged  to  each  fund  should  be  shov/n. 

Comrlete  information  as  to  the  expenditures  of  each  fund  can  best  be 
presented  in  a  statement  of  operations,  vjherein  the  income  of  a  period  plus  the 
available  resources,  or  less  the  deficit  of  resources,  as  of  the  beginr.ing  of 
the  period,  is  compared  with  the  expenditures  of  the  period. 
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As  a  general  rule  expenditures  frc-n  special  funds  are  not  subjected 
to  the  same  measures  of  control  as  are  expenditures  made  from  the  general 
revenue  fund  under  specific  appropriations  of  the  legislature.  For  this  reason 
expenditures  from  special  funds  should  receive  special  attention. 

Unit  Cost  of  Operations:   The  information  concerning  expenditures 
that  has  been  discussed  is  the  basic  data  for  the  determination  of  operating 
costs.  Before  it  can  be  used  to  the  fullest  advantage  in  the  determination  of 
results  achieved  as  measured  against  expenditures,  however,  units  of  services 
rendered  m.ust  be  established.  Comparisons  of  the  expenses  of  an  institution  for 
a  given  period  against  its  expenses  for  a  corresponding  previous  period  and 
against  the  expenses  of  other  agencies  performing  similar  vjork  are  desirable 
aids  to  management.  But  such  comparisons  cannot  be  made  until  the  expenses  are 
reduced  to  a  comparable  basis.  Vflien  units  of  measurement  are  established  and   : 
unit  costs  produced,  such  comparisons  can  be  made  readily  and  accurately. 

The  unit  of  measurement  for  cost  purposes  varies  widely  among  the 
different  activities  of  the  state  government.  A  unit  of  measurement  for  the 
services  rendered  by  a  hospital  nay  be  a  patient  in  attendance  for  one  day.  So 
far  as  practicable  unit  costs  ought  to  be  produced.  Through  cost  analyses  and 
the  appraisal  of  organization,  personnel,  and  methods,  and  of  the  condition  of 
the  plant  and  equipment,  standard  unit  costs  can  be  established  to  serve  as 
mediums  by  which  actual  costs  can  be  judged. 

Details  Cost  Analyses:  Officials  interested  in  different  phases  of 
the  management  of  the  state's  affairs  require  different  detailed  analyses  of 
certain  of  the  rilements  of  operating  costs.  For  example,  a  dietitian  for  one  of 
the  larger  state  institutions  is  not  only  interested  in  knowing  how  much  money 
was  expended  during  a  given  period  for  food,  but  is  also  interested  in  knovang 
the  quantities  and  the  costs  of  various  kinds  of  food  consumed  during  the  period 
and  the  unit  quantity  consumption  and  cost. 

Similarly  in  connection  with  highv/ay  construction  and  maintenance, 
further  detailed  analyses  of  expenditures  for  highway  materials  are  required. 
Fighv;ay  m.aterials  comprise  cement,  sand,  stone,  gravel,  etc.   The  quantities  of 
various  kinds  of  materials  consumed  and  the  cost  thereof  constitute  significant 
data  that  ought  to  be  made  available  to  the  highway  department  in  connection 
with  each  project.  These  are  just  examples  of  the  kinds  of  detailed  analyses 
of  expenditures  that  are  required  for  many  purposes  by  the  various  agencies  of 
government. 

Information  Produced  as  to  Expenditures:   The  distinction  between 
disbursements  and  expenditures  is  not  recognized,  and  consequently  the  so-ctlled 
"expenditures"  of  any  agency  include  only  those  claims  passed  for  payment 
thro\igla  the  office  of  the  state  auditor  in  any  period.  Obligations  incurred  but 
not  passed  upon  until  they  are  presented  for  payment  and  the  expenditures  from 
funds  that  remain  in  the  custody  of  the  spending  agencies  are  ignored.  The 
state  has  no  agency  that  undertakes  to  produce  accurate  and  comprehensive  in- 
formation as  to  expenditures.  Most  of  the  other  requirements  for  information 
as  to  expenditures  and  costs  are  ?;ither  very  inadequately  met  or  are  not  met 
at  all. 

Information  Required  as  to  Receipts:  The  cash  receipts  of  the  state 
government  as  a  v;hole  for"  any  period  fall  into  the  following  classes: 

Receipts  from  income  of  the  period. 
Receipts  from  income  of  previous  periods. 
Proceeds  of  sale  of  fixed  assets. 
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Refunds  of  overpayments. 

Rebates  on  expenditures. 

Reimbursements  of  expenditures. 

Surplus  receipts  vjhich  include  recoveries  of  amounts  due 
the  state  that  vjere  written  off  in  previous  periods;  or 
recoveries  of  amounts  owing  that  were  lost  sight  of. 

Receipts  of  income  of  the  year  in  turn  fall  into  tv;o  classes.  A  few 
taxes  and  other  iaposts  from  which  a  portion  of  the  income  of  the  state  is  derived 
are  assessed  and  collected  at  the  same  time,  that  is,  the  assessment  of  the  tax 
or  other  impost  is  coincident  with  its  collection.  Other  taxes  and  imposts  are 
assessed  and  then  taxpayers  are  notified,  and  in  due  course  collections  are 
effected.  Thus  the  income  of  the  state  derived  from  many  sources  is  equivalent 
to  the  receipts  from  the  same  sources  for  the  same  period,  but  in  connection  vjith 
other  sources  of  income  only  a  part  of  the  amount  accruing  to  the  government  in 
anjr  period  vnll  be  received  in  actual  cash  during  the  period. 

In  order,  therefore,  to  disclose  exactly  the  amount  of  the  income  of 
each  year  realized  in  cash,  a  statement  of  receipts  from  income  of  the  year 
classified  by  sources  ought  to  be  produced.  Such  a  statement  vjhen  compared  with 
the  statement  of  income  is  illurainatinr.  The  difference  between  "receipts  from 
income  of  the  year"  and  "income  of  the  year"  should  be  found  in  the  balance  sheet 
of  the  amount  of  collectible  taxes  and  miscellaneous  revenues  of  the  period 
assessed  but  not  collected,  as  of  the  end  of  the  period. 

Receipts  should  also  be  classified  by  the  units  responsible  for  col- 
lection in  order  that  responsibility  for  collections  can  be  properly  placed. 
They  should  also  be  classified  by  funds  in  order  that  the  amount  of  cash  from 
income  of  the  year  made  available  for  each  fund  during  a  period,  may  be  disclosed. 

Receipts  from  income  of  previous  periods  should  be  classified  in  a 
manner  similar  to  receipts  from  income  of  the  period. 

Information  as  to  the  other  classes  of  receipts  mentioned  should  also 
be  produced.  Full  particulars  of  the  kinds  of  assets  sold  and  the  organization 
units  effecting  the  sales  should  be  made  available  in  the  financial  reports.  Re- 
funds of  overpayments  should,  of  course,  be  deducted  from  the  proper  expenditure 
accounts  or  the  accounts  against  which  the  charges  vjere  made  in  the  first  instance'. 
Similarly  rebates  and  reimbursements  of  expenditures  should  be  deducted  from  the 
relative  expenditure  accounts.  But  nevertheless,  in  order  to  account  for  all 
receipts,  refunds  of  overpayments  and  rebates  and  reimbursements  of  expenditures 
should  be  reported  as  cash  receipts.  Full  particulars  concerning  surplus  re- 
ceipts should  be  furnished  in  the  surplus  accounts  of  the  funds  to  which  the 
receipts  were  credited. 

Information  Produced  as  to  Receipts;   Information  as  to  the  segregation 
'of  the  receipts  by" funds  is  maintained  by  the  state  treasurer,  the  state  auditor, 
and  the  state  accountant.  The  source  of  the  information  for  this  segregation 
comes  to  the  treasurer  from  the  collecting  departments  and  agencies,  both  as  to 
the  fund  affected  and  as  to  the  source  of  the  receipt.  The  information  relative 
to  the  segregation  by  funds  is  in  turn  passed  on  to  the  state  auditor  and  the 
state  accountant  by  means  of  the  official  receipts  issued  by  the  treasurer  to  the 
various  collecting  agencies.  A  duplicate  of  the  receipt  is  furnished  to  the 
;3tete  auditor  and  the  state  accountant  is  given  access  to  the  copy  retained  by 
jthe  state  treasurer  with  all  the  information  relative  to  the  source  attached. 
Phese  official  receipts  are  issued  by  him  from  day  to  day  as  he  receives  money 
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and  collection  items  from  the  various  ap.encies.  Just  prior  to  the  time  of  issu- 
ing the  official  receipt  the  collecting  agency  informs  the  treasurer  coacernine 
the  distribution  and  the  source  of  receipts.  Tlie  treasurer  receives  payments 
from  county  treasurers  but  makes  no  other  first-hand  collections  except  the 
collection  of  amounts  due  the  state  because  of  the  charge  made  by  the  state 
examiner  for  the  investigation  of  the  records  of  the  various  local  governmental 
agencies  and  the  >ianks  subject  to  his  examination. 

The  stp.te  accountant  maintains  and  reports  upon  the  various  sources  of 
the  cash  received  by  the  state  but  the  state  auditor  does  not  concern  himself 
with  this  type  of  distribution.  No  allocation  of  receipts  as  to  income  of  the 
current  period  and  to  income  of  previous  periods  is  maintained. 

Information  Required  as  to  Disbursements;  The  cash  disbursements  of 
any  period  include  payments  on  account  of  the  expenditures  of  the  period,  pay- 
ments on  account  of  the  expenditures  of  prior  periods,  refunds  of  receipts  from 
income  of  the  period  and  of  previous  periods,  advance  payments  on  account  of  the 
expenses  of  an  ensuing  fiscal  period,  transfers  among  funds,  etc. 

Concerning  disbursements  on  account  of  the  expenditures  of  a  period, 
information  similar  to  that  vjhich  ought  to  be  produced  concerning  the  expendi- 
tures of  the  same  period  can  be  and  should  be  made  available.  That  is,  the  dis- 
bursements on  account  of  the  expenditures  of  a  period  should  be  classified  so 
as  to  show  the  amounts  disbursed  respectively  for: 

The  ordinary  recurring  expenses  of  each  organization  unit. 

The  capital  outlays  of  each  organization  unit. 

The  ordinary  recurring  expenses  of  each  major  function  of  government. 

The  capital  outlays  for  each  major  function  of  government. 

Each  of  the  several  kinds  of  commodities  and  services  purchased  by  each 
organization  unit, 

Each  of  the  special  funds  into  v;hich  the  resources  of  the  state  are 
divided . 

The  disbursements  on  account  of  the  expenditures  of  previous  periods 
should  be  similarly  classified.  Complete  information  as  to  disbursements  re- 
presenting refunds  of  income  of  the  period  and  of  previous  periods  should  be 
produced.  The  sources  of  the  income  refunded,  and  the  amount  refunded  in  each 
dse,  should  be  disclosed. 

Complete  information  as  to  disbursements  is  a  valuable  aid  in  treasury 

management  and  in  budget  making.  Moreover,  if  complete  information  regarding 

disbursements  and  expenditures  is  produced,  much  more  effective  accounting  con- 
trol can  be  exercised. 

Information  Produced  as  to  Disbursements:  The  most  complete  fiscal  re- 
ports prepared  by  any  of  the  central  fiscal  agencies  are  those  relating  to  dis- 
bursements, but  even  these  leave  v.   great  deal  to  be  desired.  The  state  auditor 
maintains  records  of  the  distribution  of  all  disbursements  allocated  b  ■•  years, 
appropriations,  and  funds.  Only  insofar  as  an  appropriation  may  have  been  made 
for  a" specific  purpose  do  his  records  reveal  the  object  or  purpose  of  the  cash 
outlay. 

The  records  and  reports  of  the  state  accountant  are  somewhat  more  com- 
olrte  in  that,  in  addition  to  a  distribution  of  disbursements  by  years,  appro- 
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priations,  and  funds,  he  also  maintains  records  of  disbursements  by  agencies, 
functions,  and  objects  of  expenditures  in  accordance  with  a  classification  he 
has  developed. 

The  distribution  of  disbursements  according  to  years  maintained  by 
both  of  these  officers  is  not  completely  satisfactory  for  report  purposes  in  that 
all  such  disbursements  are  recorded  according  to  the  year  to  v;hich  they  apply 
only  and  no  information  is  reported  concerning  the  year  in  which  the  disbursement 
was  mede  unless  it  occurred  during  the  year  in  vjhich  the  oblit,?.tion  was  incurred. 

Division  of  Accounting  Functions  Between  the  Department  of  Finance  and 
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records  of  the  various  state  agencies  should  be  continued  to  the  extent  that  they 
supplement  rather  than  duplicate  the  accounting  records  and  functions  of  the  pro- 
posed department  of  finance.  The  records  of  the  department  of  finance  v;ould  be 
the  official  financial  records  of  the  state  and  the  records  of  the  various  agencies 
would  be  subject  to  reconciliation  with  then.  It  is  rocorimended  that  the  various 
state  a,"'encies  maintain  such  cost  records  or  other  accounting  records  as  may  be 
deemed  necessarj'  by  the  various  agency  administrators  to  enable  them  to  correctly 
judge  the  efficacy  of  their  administration.  By  vjay  of  example;  almost  all  de- 
partments v;ould  find  it  necessary  to  keep  detail  personnel  records,  other  depart- 
ments might  find  it  necessary  to  keep  detail  records  concerning  collections, 
others  find  it  necessary  to  keep  detail  inventory  records  of  departmental  supplies, 
and  larger  departments  v;ould  find  it  necessary  to  keep  detailed  records  of  their 
day  to  day  operations  as  thej'  need  information  more  frequently  than  it  could 
reasonably  be  supplied  by  the  department  of  finance.  Regardless  of  vyhere  they 
are  maintained,  the  department  of  finance  has  a  vital  interest  in  the  availability 
of  adequate  records  as  a  means  of  more  effective  financial  planning  and  control. 
It  should  therefore  follow  that  the  records  maintained  by  the  various  departments 
should  be  subject  to  review  on  the  part  of  the  department  of  finance,  which  de- 
portment should  also  have  the  power  of  requiring  reports  concerning  the  results 
displayed  by  means  of  such  records. 

The  department  of  finance  v;ould  maintain  such  records  and  accounts  as 
3re  necessary  for  determining  the  financial  status  of  the  state  as  a  whole  and  for 
maintaining  budgetary  control  over  the  activities  of  the  various  state  agencies, 

Vjhen  the  proposed  department  of  finance  has  been  in  operation  for  a 
year  or  more  and  has  developed  and  installed  its  procedures,  consideration  should 
be  given  to  the  centralization  in  that  department  of  all  the  accounting  for  the 
smaller  state  agencies  and  for  such  of  the  accounting  of  the  larger  agencies  as 
can  advantageously  be  handled  centrally. 

Purchasing  and  Property  Control: 

Purchasing  Procedures:   The  provisions  of  the  statutes  relating  to 
purchasing  adhere  to  most  of  the  recognized  principles  of  effective  centralized 
control  and  the  state  purchasing,  department  administers  most  of  these  provisions 
in  an  effective  manner.   Prices  are  contracted  on  a  yearly  basis  or  on  a  shorter 
period  depending  upon  the  nature  of  the  commodity  and  the  condition  of  the  market. 
Quarterly  estimates  of  needs  are  requested  and  secured  from  the  various  state 
agencies  and  purchases  are  based  upon  these  estimates.  Adequate  provision  has 
oeen  made  for  handling  expeditiously  the  purchases  of  supplies  and  materials  for 
which  the  need  cannot  be  reasonably  anticipated.  The  internal  operations  of  the 
iepartment  allow  for  ample  opportunities  to  bid  on  the  various  items  desired  to 
pe   purchased  by  a  reasonable  number  and  variety  of  vendors.  Adequate  records 
relative  to  source  of  supply,  vendors,  requisitions,  purchase  orders,  bids  re- 
luested,  and  bids  received  are  maintained. 


42* 

The  purchasing  activities  extend  to  all  state  agencies  except  the  liquor 
control  board  end  the  state  department  of  public  welfare.  Separate  provision  is 
made  by  lav;  for  the  purchasing  activities  of  the  liquor  control  board  but  there 
does  not  appear  to  be  any  provision  permitting  the  department  of  public  welfare 
to  maintain  separate  facilities,  nor  does  the  volume  of  purchasing  done  by  the 
department  of  public  welfare  justify  this  arrangement.  It  is  recommended  that, 
as  soon  as  practicable,  the  state  purchasing  department  take  over  the  function 
of  purchasing  for  the  department  of  public  vjelfare. 

The  statutes  provide  for  a  system  of  local  purchasing  of  fresh  fruits 
and  vegetables  and  of  emergency  purchasing  of  articles  or  services  where  im- 
mediate delivery  is  required.  Such  purchases  are  under  the  direction  of  the 
state  purchasing  agent  who  is  required  to  issue  proper  rules  and  regulations  gov- 
erning local  purchases  of  fresh  fruits  and  vegetables  but  who  does  not  have  the 
expressed  authority  to  issue  rules  and  regulations  concerning  emergency  pur- 
chases. The  rules  and  regulations  called  for  by  the  statutes  have  not  been  pro- 
mulgated and  it  is  recommended  that  this  be  done  at  once.  The  draft  of  the 
proposed  fiscal  code  contains:  provisions  for  the  control  of  local  and  emergency 
purchasing  v;hich  are  designed  to  bring  about  a  more  effective  control  of  this 
type  of  purchasing  than  is  possible  under  the  present  statutes. 

In  the  first  star-,e  of  the  proposed  plan  of  organization  for  fintincial 
administration,  which  involves  no  constitutional  or  statutory  changes  is  put 
into  effect,  no  radical  alterations  in  forms  or  internal  operating_procedures  of 
the  state  purchasing  department  would  be  necessary.  The  changes  required  would 
involve  principally  the  routing  of  forms  and  the  number  of  copies  of  such  forms 
produced.  At  such  time  as  a  new  fiscal  code  is  out  into  effect,  however,  the 
forms  and  operating  procedures  would  have  to  be  revised  to  conform  to  the  pro- 
visions of  the  fiscal  code. 

The  state  has  in  the  past  contracted  for  certain  capital  improvements, 
such  as  the  renovation  of  heating  plants  of  the  state  capitol  building  and  of 
various  institutions,  under  a  plan  vjhereby  payments  are  made  on  an  instalLment 
plan.  The  amount  of  each  such  contract  was  established  on  the  basis  of  com- 
petitive estimates.  The  amount  of  each  installment  is  determined  by  the 
difference  between  the  present  monthly  cost  of  fuel  and  the  average  cost  for 
fuel  in  the  comparative  month  in  each  of  three  preceding  years,  after  due 
allowance  for  severity  of  vjeather  and  nev;  demands  for  heat  or  power.  In  the 
event  this  difference,  which  is  paid  to  the  seller,  does  not  total  the  amount  oi 
the  original  contract  by  the  end  of  a  fixed  period,  usually  three  or  four  years 
depending  upon  the  size  of  the  installation,  the  seller  has  no  further  claim 
against  the  state.  Conversely,  however,  the  seller's  claim  against  the  state 
is  satisfied  as  soon  as  the  installments  equal  the  amount  of  the  contract  even 
though  this  may  be  a  shorter  length  of  time  than  specified  in  the  contract.  The 
state  seems  to  be  adequately  protected. 

The  circumstances,  in  some  cases,  vjhich  brought  about  the  need  for 
renovation  arose  because  the  heating  systems  formerly  wore  of  the  high  pressure 
type  and  through  use  had  reached  a  condition  requiring  installation  of  new 
Doilers  or  conversion  of  the  old  boilers  to  low  pressure  systems. 

Use  of  Specifications  and  Testing:   The  statutes  are  silent  concerning 
:he  use  of  specifications  in  state  purchasing.  Nevertheless,  the  state  purchas- 
.ng  department  has  recognized  the  need  for  specificfitions  in  purchasing  several 
:ommodities  such  as  coal,  road  oil,  gasoline,  hay,  and  flour.  All  purchases 
•should  be  made  on  the  basis  of  standard  specifications,  except  such  materials 
!ind  equipment  as  must  be  of  a  specific  make  and  for  which  the  manufacturer's 
atalog  number  of  symbol  may  be  used  to  describe  the  article  desired,  and  except 
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such  standard  commodities  as  are  acceptable  in  a  rather  wide  range  of  quality, 
size,  workmanship,  and  component  materials,  and  for  which  the  price  in  relation 
to  the  value  is  more  important  than  that  the  commodities  conform  to  definite 
specifications . 

Basic  specifications  can  be  obtained  from  a  large  number  of  governmental 
and  business  organizations.  The  United  States  department  of  commerce  has  publish- 
ed a  rrther  complete  directory  of  commodity  specifications  in  use.  The  state  pur- 
chasing department  at  present  is  using  specifications  of  the  United  States  bureau 
of  standards  in  those  instances  vjhere  such  specifications  are  applicable. 

The  department  has  the  statutory  authority  to  require  any  state  depart- 
ment or  institution  having  the  facilities  to  perform  any  tests  the  state  purchas- 
ing agent  may  deem  necessary  to  determine  the  character  and  quality  of  the 
articles  and  commodities  to  be  purchased  and  used  by  the  state.  This  authority 
has  been  exercised  from  time  to  time  whenever  questions  as  to  the  quality  of 
commodities  have  developed. 

Public  Printing;  The  state  purchasing  agent  has  exclusive  power,  sub- 
ject to  the  consent  and  approval  of  the  governor,  to  contract  for  all  printing 
for  any  purpose  for  the  state.  The  agent  has  follov;ed  the  policy  of  letting  con- 
tracts for  printing  upon  an  annual  basis  after  securing  bids.  The  contracts  are 
based  on  estimates  of  the  annual  printing  needs  obtained  from  the  various  state 
agencies.  The  legal  restrictions  relating  to  printing  other  than  those  found  in 
the  state  purchasing  statutes  are  such  that  competition  is  virtually  stifled  and 
all  bids  received  quote  the  "Franklin  List"  less  10  percent.  The  restrictions 
include  provision  for  a  union  lable  on  all  printed  matter  and  provision  for  pur- 
chasing from  concerns  within  the  state  unless  there  is  a  10  percent  differential 
in  price  favoring  an  out-of-state  concern. 

One  effect  of  these  restrictions  is  to  constitute  a  serious  handicap 
to  the  installation  of  modern  office  methods  in  some  cases.  Various  reproduction 
processes  have  been  developed  in  recent  years  for  the  production  of  specialized 
forms.   It  is  understood  that  these  processes  are  not  available  in  any  Montana 
printing  establishments.  In  addition  to  the  recognized  printing  trades,  they 
involve  trades  not  included  in,  or  affiliated  with,  the  organizations  which  con- 
trol the  use  of  the  standard  union  printing  labels.  Their  use  is,  therefore, 
precluded  by  the  present  statute.  Some  types  of  forms  produced  by  these  processe-" 
are  particularly  valuable  in  saving  the  time  of  employes  in  routine  operations 
and  many  of  them  are  in  use  in  commercial  establishments  in  Ifontana. 

It  would  seem  that  there  would  be  ample  justification  for  a  statutory 
amendment  to  exclude  from  the  restrictions  on  printing  such  reproduction  processes 
as  are  here  referred  to. 

The  state  board  of  examiners  has  been  granted  the  authority  by  statute 
to  grant  or  deny  all  applications  for  the  'printing  of  reports  of  the  various 
state  agencies  prior  to  the  time  such  report  may  be  printed.  This  provision 
offers  an  additional  control  over  public  printing  and  has  resulted  in  eliminating 
luch  printing. 

The  draft  of  the  proposed  fiscal  code  contains  provisions  designed  to 
lake  -ossible  an  even  more  effective  control  over  public  printing. 

Property  Control:   Several  of  the  individual  state  agencies  have  es- 
fiblished  more  or  less  adequate  sj^stems  of  control  over  items  of  equipment  and 
.ther  state  property  assigned  to  them.  The  most  notable  of  these  agencies  are 
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the  hi^iivjay  conrnission,  departnent  of  public  welfare,  unemployment  compensation 
comission,  and  liquor  control  board.  Most  of  the  other  agencies  hove  not  es- 
tablished any  systematic  control  of  equipment  and  other  property. 

The  present  state  purchasing  department  has  been  given  a  measure  of 
authority  by  the  legislative  assembly  to  exercise  control  over  the  equipment  and 
other  property  of  the  state  but  thus  far  no  means  of  exercising  this  authority 
have  been  provided  and  the  grant  of  authority  is  wanting  in  several  respects. 

The  proposed  division  of  purchases  and  public  property  should  be  given 
authority  and  power  to  prepare  a  classification  scheme;  to  see  that  all  state 
property  is  narked  so  as  to  be  identified;  to  establish  property  records  and  keep 
them  current;  and  to  require,  supervise,  and  direct  the  making  of  periodic  physi- 
cal inventories  of  all  properties.  The  same  agency  should  be  required  to  inspect 
departments  and  institutions  to  discover  unused  or  improperly  used  and  neglected 
equipment . 

A  property  officer  should  be  designated  in  each  department  and  institu- 
tion in  order  to  direct  the  necessary  procedures  involved  on  the  part  of  each 
such  state  agency.  The  head  of  each  agency  v;ould,  of  course,  be  the  responsible 
officer  for  all  state  property  assigned  to  his  agency  but  the  accountability  for 
such  property  could  be  delegated  to  another  officer  of  the  agency  if  desired. 

Stores  Control:  The  state  purchasing  departnent  does  not  maintain  any 
centralized  stores  records  or  storerooms  for  central  stocks  of  supplies.  At  most 
of  the  institutions  some  form  of  accounting  control  of  consumable  supplies  and 
meterials  is  in  effect.  The  department  of  highvjays  and  the  department  of  public 
welfare  also  maintain  such  a  system  of  stores  control  and  the  state  liquor  control 
bosrd  has  an  extensive  system  in  effect.  Except  insofar  as  these  individual 
agencies  may  have  adopted  them,  no  rules  of  procedure  for  receiving,  storing, 
issuing,  and  accounting  for  supplies  and  materials  have  been  promulgated. 

This  condition  has  hampered  somewhat  the  establishment  of  definite 
policies  for  the  purchasing  of  supplies  and,  no  doubt,  there  have  been  occasions 
when  supplies  and  materials  were  purchased  that  would  not  have  been  purchased  if 
complete  inventory  information  had  been  available  to  the  various  agency  heads 
and  to  the  stute  purchasing  agent.  In  general,  control  of  supplies  and  materials 
is  not  tied  in  with  such  general  and  cost  accounts  as  are  maintained, 

A  uniform  system  should  be  prescribed  for  all  agencies;  perpetual  in- 
ventories should  be  centralized  in  the  proposed  division  of  purchasing  and  pubJ.ii 
property  by  means  of  systematic  reporting  on  the  part  of  the  various  using 
agencies;  and  general  controlling  accounts  should  be  established  in  the  proposor* 
division  of  accounting  and  budgetary  control. 

State  Supervision  of  Loca 1  Government  Finance : 

.         Problem  of  Providing  Local  Financial  Administration:  Public  attention 
I  is  focused  upon  the  state  government  as  a  spending  agency  because  it  is  a  large 
unit  in  which  the  people  of  the  v;hole  state  have  a  stake  and  because  it  is  more 
remote  from  the  people  than  are  their  ovm  local  governmental  units  and  easier  for 
critics  to  attack  without  incurring  official  displeasure  or  without  the  risk  of 
being  deprived  of  any  of  the  benefits  it  confers.  Yet  the  local  government  units 
in  the  state  collect  and  expend  at  least  one  and  a  half  times  as  much  money  as 
does  the  state  government. 
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It  is  obvious  that  any  attack  upon  the  high  cost  of  government  with  a 
view  to  lightening  the  tax  burden  or  improving  the  service  rendered  is  not  like- 
ly to  succeed  if  concentrated  on  only  one  layer  of  government.  It  is  relatively 
easy  to  attack  the  cost  of  the  state  government  and  to  promote  economical  and 
efficient  operation  of  state  services,  but  the  local  governments  present  a 
different  and  infinitely  more  difficult  problem  because  of  their  numbers,  their 
diversity,  the  wide  range  of  conditions  under  which  they  operate,  and  the  emphasis 
upon  home  rule,  " 

Effective  "expenditure  control,"  using  this  term  in  its  broadest  sense, 
is  a  function  of  every  governmental  unit  and  the  greater  the  degree  of  efficiency 
attained  in  controlling  expenditures  the  less  interference  there  is  likely  to  be 
from  a  superior  government  or  other  outside  source.  Yet  the  greater  the  emphasis 
upon  local  home  rule,  the  greater  is  the  damage  to  the  essential  basic  unity  of 
the  state,  particularly  in  financial  matters.  To  the  extent  that  local  financial 
independence  and  isolation  develop,  state-vjide  financial  stability  disappears. 
Any  system  that  magnifies  the  position  of  the  local  units  and  minimizes  the  state 
inevitably  results  in  inequalities  of  government  and  goverimiental  services  in 
different  areas  and  precludes  a  proper  distribution  of  the  burden  of  the  cost  of 
government.  That  the  general  vjelfare  of  the  people  of  the  state  is  superior  to 
any  local  interest  is  recognized  in  many  states  by  legislation  tending  to  equal- 
ize the  educational  opportunities  in  all  sections  of  the  state  by  action  at  the 
stf^te  level  and  such  legislation  as  that  subjecting  the  financial  affairs  of  the 
local  governm.ents  to  the  post  audit  of  a  central  state  agency. 

Of  courrse  responsibility  for  the  efficacy  of  financial  administration 
in  local  governnents  rests  primarily  with  the  local  administrators.  Therefore 
it  is  unfortunate  th^t  many  of  the  local  governments  cannot  equip  themselves  to 
exercise  effective  expenditures  control  nor  to  devise  vifays  and  means  of  measur- 
ing the  results  achieved  by  government  services  in  return  for  the  money  expended. 

But  since  all  local  governmental  operations  are  subject  to  state  laws, 
the  state  is  in  a  position  to  help  local  governments  to  help  themselves  by  lay- 
ing down  basic  principles  of  financial  administration,  by  assisting  local  govern- 
ments in  installing  modern  expenditure  control  devices,  by  establishing  standari-'s 
of  service  and  units  for  the  measurement  of  services  rendered,  and  by  prescribing 
uniform  accounts  and  uniform  terminology  in  financial  matters.  In  state  super- 
vision there  should  be  a  judicious  combination  of  aid  and  guidance  where  it  is 
needed  and  careful  appraisal  of  results  in  the  light  of  established  standards, 
leaving  the  responsibility  for  operation  always  with  the  local  authorities. 

No  form  of  state  supervision  is  likely  to  succeed  unless  the  lav;s 
relative  to  local  governmental  services  are  coherent  and  consistent.  V/hen  the 
local  authorities  are  compelled  to  function  under  a  complex  and  confused  body 
of  inconsistent  and  impractical  state  laws,  there  is  no  real  basis  for  coopera- 
tion between  the  state  and  local  authorities. 

Present  Extent  of  State  Supervision;  The  statutes  impose  many  duties 
concerning  the  supervision  of  the  financial  operations  of  local  governmental 
units  upon  the  state  examiner.  These  duties  cover  several  activities,  as  follov^s: 

Issuing  rules  and  regulations,  prescribing  forms,  defining  expenditures, 
and  establishing  cost  and  accounting:  systems  for  counties,  cities,  and 
towns  in  order  to  implement  the  budget  acts  applicable  to  these  govern- 
mental units. 

Prescribing  and  establishing  general  methods  and  details  of  accounting 
for  the  receipts  and  disbursements  of  the  moneys  of  counties,  cities, 
towns,  and  school  districts. 
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Examining,  at  least  once  a  year,  the  books  and  accounts  of  all  county, 
city,  toivn,  and  irrigation  district  officers.  School  districts  must 
be  examined  if  the  school  trustees  of  any  district  request  the  service. 

The  statutes  appear  to  be  suff icientlj'-  comprehensive  as  to  subject 
matter  and  there  is  no  doubt  that  many  beneficial  results  have  been  obtained 
under  them,  yet  in  several  respects  they  fail  to  provide  for  an  effective  super- 
vision by  the  state  authority. 

The  chief  deficiency  is  that  the  state  agency  does  not  have  any  real  en- 
forcing authority,  except  in  case  of  irregularities  in  handling  cash  in  which 
event  the  officer  being  investigated  may  be  suspended  from  office.  In  all  other 
cases  the  state  examiner  must  depend  upon  local  enforcement.  In  the  past  this 
has  proved  to  be  a  serious  handicap. 

Another  deficiency,  so  far  as  state  supervision  of  local  finances  is 
concerned,  lies  in  the  fact  that  no  state  agency  has  the  authority  to  review 
local  budgets  before  adoption  by  the  local  units. 

There  are  also  relatively  minor  difficulties  that  hamper  effective 
state  supervision  of  local  finances  in  that  the  statutes  relating  to  such  super- 
vision are  vague  as  to  the  extent  of  control  actually  intended  to  be  exercised  and 
that  this  vagueness  appears  to  carry  over  in  the  matter  of  expenditure  control  on 
the  part  of  the  local  governmental  units.  The  result  is  that  the  state  examiner's 
office  is  operating  under  a  serious  handicap  and  the  local  officials  are  faced 
with  a  confusing  body  of  law  under  which  they  must  administer  the  fiscal  affairs 
of  their  units. 

While  the  matter  of  supervision  of  the  financial  affairs  of  counties, 
cities,  and  towns  is  not  in  all  ways  provided  for  in  a  satisfactory  manner,  the 
situation  relative  to  the  school  districts  is  infinitely  worse  in  that  there  is 
no  supervision  at  the  state  level  and  very  little  at  the  county  level.  Each 
school  district  is  a  separate  entity  supposedly  self-sufficient  v.dthin  itself 
and  not  subject  even  to  postaudit  unless  it  chooses  to  be.  This  condition  is 
conducive  to  inequalities  both  as  to  educational  opportunities  and  as  to  distri- 
bution of  the  tax  burden  to  support  the  school  system.   In  addition,  the  proba- 
bility of  the  inefficient  expenditure  of  public  money  and  of  v;aste  and  extrava- 
gance is  multiplied  many  times. 

It  is  important  to  note  that  almost  without  exception  the  accounting 
systems  of  the  local  governmental  units  do  not  reco,c;nize  the  basic  differences 
between  disbursements  and  expenditures  nor  is  there  an  effective  system  of 
budgetary  control  maintained.  The  undesirability  of  recording  the  financial 
operations  of  the  state  government  upon  the  so-called  cash  basis  and  the  evils 
of  ineffective  budgetary  control  are  commented  upon  at  length  in  this  report  and 
these  comments  apply  with  equal  force  in  relation  to  recording  the  fiscal  affairs 
of  local  governmental  units. 

Proposed  Organization  for  Supervision:   The  office  of  the  state 
examiner  is  established  by  the  constitution.  Unless  it  is  decided,  as  previously 
suggested,  to  eliminate  the  constitutional  provision  establishing  the  office  it 
would  continue  to  exercise  supervision  over  local  government  financial  matters. 
The  alternative  is  to  assign  this  responsibility  to  a  division  of  local  gcvern- 
ment  service  in  the  proposed  department  of  finance  or  department  of  revenue. 
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No  matter  where  it  is  placed  in  the  organization  plan,  either  as  the 
department  of  local  government  service  or  the  division  of  local  government  ser- 
vice, it  is  recommended  that  to  the  agency  by  assigned,  by  statute,  the  functions 
of: 

Investigating  and  examining  the  accounts  and  operations  of  all  local  govern- 
ments end  local  government  officers  in  the  state,  other  than  municipali- 
ties; prescribing  forms  and  methods  of  account  keeping  aud  reporting  and 
of  budgeting  and  other  financial  operations;  and  rendering  counsel  and 
assistance  to  such  governments  and  officers  in  such  natters  and  in  con- 
nection vjith  investments,  insurance,  purchasing,  and  the  development  of 
standards  and  improved  methods  of  performance  of  local  government  functions. 

Extent  of  Change  Necessary  for  Effective  Supervision:   Irrespective  of 
the  kind  of  organization  provided  for  financial  administration  in  local  units, 
of  the  fiscal  lavjs  in  effect,  or  of  the  extent  of  state  supervision  provided,  no 
general  and  substantial  improvement  in  financial  administration  can  be  expected 
unless  guidance  and  assistance  based  upon  clearly  defined  lines  of  responsibility 
and  authority  is  furnished  to  the  local  authorities.   It  is,  therefore,  re- 
commended that  the  statutes  be  amended  to  clearly  empower  the  state  agency  to  do 
the  following  things  with  respect  to  county,  city,  tovm,  and  school  district 
governments: 

To  establish  a  unified  system  of  accounting  for  all  local  goverrjnents 
in  the  state;  to  issue  regulations  to  govern  the  form  and  content  of 
budgets;  to  require  the  inclusion  in  local  budgets,  for  comparison,  of 
figures  showing  unit  and  comparable  cost  data;  to  study  actual  local 
government  costs  and  to  develop  cost  standards;  to  receive  and  examine 
copies  of  all  local  budgets;  to  assist  the  local  units  in  perfecting 
their  budgeting  procedures;  to  require  compliance  with  the  fiscal  laws 
of  the  state;  to  assist  the  local  units  in  perfecting  their  organization 
and  procedures  for  preauditing  and  for  the  current  control  of  expendi- 
tures; to  compile  and  publish  reports  on  the  finances  and  financial 
operations  of  local  governments;  and  to  audit  the  affairs  of  each  local 
governinental  unit  in  the  state  at  least  once  each  fiscal  year. 

This  does  not  mean  at  all  that  the  central  state  agency  is  to  be  given 
power  to  enforce  its  will  upon  local  authorities,  but  it  does  mean  that  the 
statutes  relating  to  state  supervision  of  local  finances  be  clarified  to  define 
the  extent  of  state  control  and  that  adequate  provision  be  made  to  enforce  propsr 
budgeting  and  prudent  spending  on  the  part  of  the  local  officials.  It  is  be- 
lieved that  reviev;  of  financial  plans  of  the  local  units  by  the  state  examiner 
vjith  the  power  of  recommendation,  and  the  requirement  that  such  recorariiendations 
pertaining  to  each  local  government  be  adopted  or  rejected  by  a  vote  of  the 
governing  body  of  such  local  unit  after  a  public  hearing,  will  have  a  salutary 
effect. 

The  extent  of  change  necessary  to  provide  effective  supervision  over 
the  financial  affairs  of  the  school  districts  does  not  lie  in  alterations  of  the 
statutes  concerning  their  financial  affairs  alone.  The  v;hole  concept  of  the 
administration  of  public  schools  in  Montana  is  at  odds  with  the  modern  concept 
of  public  school  administration  and  no  truly  effective  central  supervision  of 
the  financial  affairs  of  the  many  individual  school  districts  can  be  obtained 
until  and  unless  the  major  problem  of  reorganization  is  solved.  Until  then  there 
can  be  little  certainty  of  efficiency  or  economy  in  the  operations  of  the  local 
school  districts  in  the  state. 
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48. 
Summary  of  Recommendations;  * 

The  recoramendations  expressed  or  implied  in  this  report,  if  adopted, 
would  provide  for  a  complete  and  integrated  system  of  financial  administration 
for  the  state  and  vjould  establish  a  form  of  organization  suitable  for  the  opera- 
tion of  the  system.  By  their  very  nature  these  recon^iendations  do  not  lend  them- 
selves very  vjell  to  summarization.  But  the  main  points  in  the  vjhole  proposal  are 
those  set  forth  in  the  follovang  paragraphs.  They  are  divided  into  three  groups, 
each  group  representing  an  orderly  step  in  a  program  for  the  gradual  adoption  of 
the  vjhole  plan  in  a  way  to  eliminate  unnecessary  delay  and  to  provide  the  maximum 
possible  benefit  from  each  successive  step.  Briefly  stated,  the  steps  are 
(a)  those  that  can  be  taken  by  administrative  action;  (b)  those  that  can  be  taken 
only  by  statute;  and  (c)  those  that  req^uire  constitutional  amendment. 

To  the  extent  that  they  can  be  summarized,  the  recommendations  in  each 
of  the  three  groups  are: 

Recommendations  Mot  Reo.uiring  Legislation; 

(1)  That  the  board  of  examiners  set  up  a  central  accounting  organization  and 

system  under  the  state  accountant;  that  the  state  accountant  be  instructed 
to  take  all  necessary  steps  to  begin  the  operation  of  such  system  of  July  1, 
1942,  at  the  beginning  of  the  fiscal  year;  and  that  the  state  accountant 
be  designated  as  the  executive  officer  of  the  board  in  handling  financial 
matters. 

(2)  That  the  board  of  examiners  adopt,  effective  July  1,  1942,  the  requirement 

thet  all  claims  presented  to  it  for  approval  shall  have  had  the  approval 
of  the  state  accountant,  as  to  the  availability  of  funds  and  as  to  the 
propriety  of  purpose,  before  the  obligations  represented  by  the  claims  were 
incurred. 

(3)  That,  as  of  July  1,  1942,  the  staff  and  equipment  of  the  board  of  examinerr; 

used  in  handling  claims  presented  to  it  for  approval  be  transferred  to  the 
office  of  the  state  accountant. 

(4)  That  the  accounting  system  authorized  by  the  board  of  examiners  provide  for 

(a)  Maintenance  of  all  fiscal  records  now  required  by  law  to  be  maintained 

by  the  state  board  of  examiners  and  the  state  accountant. 

(b)  Easy  compilation  of  all  financial  reports  novj  required  by  statute  of 

the  state  board  of  examiners  and  the  state  accountant  as  well  as  such 
other  reports  as  will  be  found  necessary  for  an  effective  control  ov^^r 
the  financial  affairs  of  the  state  government  vathin  the  limits  per- 
mitted by  the  statutes. 

(c)  Distribution  of  expenditures  by  appropriations,  funds,  and  objects  of 

expenditure. 

(d)  Distribution  of  receipts  bj^  funds,  sources  of  revenue,  and  collecting 

agencies . 

(e)  General  controlling  proprietary  and  operating  accounts  for  each  fund 

under  the  control  of  the  state  board  of  examiners. 
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ror  recommendations  approved  by  Governor's  Committee  on  Reorganization  and 
Economy  and  submitted  to  the  Legislature,  see  printed  Reorganization  Report. 
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(f)  Budgetary  control  accounts  insofar  as  such  accounts  are  permitted 

to  be  effective  under  the  present  statutes. 

(g)  Sncumbering  of  fund  and  appropriation  balances  with  the  amounts  of 

approved  and  anticipated  expenditures  and  clearing  such  encumbrances 
from  the  balances  at  the  time  the  claims  are  presented  for  payment 
and  are  charged  to  the  fund  and  appropriation. 

(h)  Ascertaining  the  amount  of  accounts  payable  at  any  time  during  a  fiscal 
period  for  any  fund  under  the  control  of  the  state  board  of  examiners. 

(5)  That  the  procedures  in  the  treasurer's  office  be  so  recognized  as  to  make 
it  unnecessary  for  the  clerk  in  charge  of  the  accounting  records  to  have 
anything  to  do  with  the  handling  of  cash. 

Reconaiendations  Requiring  Legislation; 

(5)  That  the  concept  of  the  meaning  of  an  "appropriation"  be  revised  to  recog- 
nize it  as  a  legislative  authorisation  of  the  maximum  amount  that  may  be 
expended,  subject  to  adininistrative  determination  by  the  governor  or  his 
financial  aide  of  the  amount  of  the  expenditures  that  may  be  made  within 
such  maximum  limit;  and  that  the  proposed  department  of  finance  be  given 
authority  to  hold  expenditures  to  amounts  less  than  the  maximum  amounts 
to  which  appropriations  have  limited  them. 

(7)  That  provision  be  made  through  a  single  contingent  appropriation  from  each 
fund  for  meeting  emergency  and  unforeseen  demands  instead  of  through 
appropriations  to  the  various  agencies  somewhat  in  excess  of  estimated 
actual  requirements;  and  that  expenditures  not  authori::ed  by  appropriation, 
commonly  called  deficiency  expenditures,  be  absolutely  prohibited. 

(3)  That  the  organization  for  the  administration  of  the  state's  finances  be 
revised  through  legislation  that  would  accomplish  the  follov;ing: 

(a)  Create  a  department  of  finance,  headed  by  a  director  appointed  by 

the  governor,  preferably  v;ith  the  confirmation  of  the  senate,  as  the 
chief  financial  agency  of  the  state  government  vdth  authority  ac- 
tually to  manage  the  state's  financial  affairs  in  accordance  with 
the  plan  further  detailed  in  other  recommendritions,  and  to  take  over 
the  system  set  up  by  the  state  accountant  under  previous  recommenda- 
tions . 

(b)  Eliminate  the  purchasing  department  ss  a  sepr.rate  agency  and  transfer 

its  functions  to  the  department  of  finance. 

(c)  Abolish  the  office  of  state  accountant  and  transfer  its  functions, 

except  postauditing,  to  the  department  of  finance. 

(d)  Remove  the  numerous  routine  duties  assigned  to  the  board  of  examiners 

by  statute  and  make  that  board  a  policy-determining  board  with  quasi- 
legislative  and  quasi-judicial  functions  in  relation  to  financial 
affairs, 

(e)  Make  the  state  auditor  an  independent  postauditor  responsible  for  the 

postaudit  of  the  accounts  of  all  state  offices,  departments,  and 
other  agencies. 
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(f)  Remove  from  the  state  auditor  all  responsibility  for  participation  in 

the  day  to  day  operation  or  financial  affairs  of  the  state  governraent 
and  all  statutory  assignments  of  ex-officio  duties. 

(g)  Remove  from  the  state  examiner  all  statutory  authority  and  responsi- 

bility for  the  audit,  of  state  agencies,  and  for  bank  examination, 

(h)   Establish  an  audit  committee  of  the  legislative  assembly  to  vihoui   the 
state  auditor  shall  report;  and  make  it  responsible  for  review  of 
financial  reports,  audit  reports,  etc.,  to  see  that  the  executive 
branch  of  the  government  conforms  to  the  plans  adopted  by  the  legis- 
lative assembly, 

rote:  Recommendations  in  the  report  of  this  series  dealing  vjith  the  general 
organization  structure  of  the  state  government  cover  such  matters 
as  the  disposition  of  the  non-fiscal  functions  of  the  state  auditor 
and  the  state  examiner.  They  also  provide  for  further  functions 
that  might  be  assigned  to  the  department.  These  recommendations  are 
omitted  in  this  report  because  they  are  not  an  integral  part  of  the 
proposed  plan  of  financial  administration. 

(9)  That  a  comprehensive  fiscal  code  be  enacted  to  provide  for  an  integrated 

system  of  fiscal  procedures  and  that  existing  piecemeal  legislation  dealing 
vjith  matters  covered  by  such  fiscal  code  be  repealed, 

(10)  That  responsibility  for  making  all  investments  of  state  funds  or  funds  for' 

which  the  state  is  responsible  be  transferred  to  the  state  treasurer  vdth 
the  qualification  that  all  investments  shall  be  made  only  with  the  approval 
of  the  board  of  finance  (board  of  examiners). 

(11)  That  the  proposed  department  of  finance  be  assigned  the  following  specific 

functions; 

(a)  Budgeting,  as  a  staff  service  to  the  governor, 

(b)  Accounting,  including  the  prescribing  of  the  accounting  procedures 

for  all  state  agencies,  and  fiscal  reporting, 

(c)  Current  auditing,  embracing  the  preaudit  of  expenditures;  current  audi- 

control  of  cash,  cash  receipts,  and  receivables;  and  control  over  th'^ 
incurring  of  obligations. 

(d)  Issuance  of  warrants, 

(e)  Purchasing  and  property  control, 

(f)  Central  office  services,  including  central  mail  and  messenger  service. 

(e)  Such  other  functions  as  may  be  assigned  in  connection  vdth  the  general 
plan  of  state  organization  discussed  in  another  report  of  this  series- 

(12)  That  the  department  of  finance  have  tvio   major  divisions,  as  follov.'s: 

Division  of  accounting  and  budgetary  control,  headed  by  a  controller, 

and 
Division  of  purchases  and  property  control,  headed  by  a  purchasing 
i  agent; 

and  that  the  director  of  finance  serve  personally  as  budget  officer. 
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(13)  That  the  proposed  fiscal  code  eliminate  the  exceptions  now  nade  v;hereby 

sorae  a^^encies  do  not  deposit  their  collections  in  the  treasury;  that  it  pro- 
vide adequate  safeguards  and  controls  over  the  handling  of  all  cash;  and 
that  it  fix  centrally  the  responsibility  for  follow-up  to  see  that  collec- 
tions are  prosecuted. 

(14)  That  the  proposed  fiscal  code  provide  for  the  development  of  a  comprehensive 

v;orking  financial  plan  covering  all  funds,  through  the  following  steps: 

(a)  Preparation  of  a  budget  report  to  the  legislative  assembly  setting 

forth  the  proposed  plan; 

(b)  Adoption  of  the  plan,  with  any  desired  modifications,  by  the  legis- 

lative assembly,  and  the  enactment  of  appropriation  and  revenue 
measures; 

(c)  Preparation  of  a  complete  operating  state  budget  based  on  the  original 

budget  report,  but  modified  and  changed  to  reflect  the  action  of  the 
legislative  assembly. 

[15)  That  the  proposed  fiscal  code  provide  for  the  administration  of  the  budget 

through  a  system  of  quarterly  allotments,  control  over  the  incurring  of 
obligations,  and  preaudit  of  claims  before  payment. 

[16)  That  the  proposed  fiscal  code  provide  for  a  complete,  modern  accounting 

S3''stem.  designed  to  produce  adequate  information  as  to: 

(a)  Current  financial  condition,  including  both  receivables  and  payables, 

as  to  each  fund; 

(b)  Comparisons  of  actual  performance  with  financial  plans  both  as  to 

receipts  and  to  expenditures; 

(c)  Sources  and  amounts  of  income; 

(d)  Expenditures  classified  by  purpose;  by  agency;  by  ordinary  recurring 

expenses,  extraordinary  expenses,  and  capital  outlays;  by  types  of 
commodities  and  services  purchased;  by  activities,  where  needed;  and 
by  funds; 

(e)  Unit  costs  and  cost  analyses  where  required; 

(f)  Receipts  properly  classified; 

(g)  Disbursements  properly  classified. 

17)  That,  as  the  proposed  department  of  finance  becomes  established  and  able  to 

handle  its  work  expeditiously,  accounting  be  centralized  in  the  department 
and  eliminated  from  all  small  agencies  and  such  of  the  larger  agencies  as 
lend  themselves  to  such  centralization. 

18)  That  the  proposed  fiscal  code  provide  the  procedure  for  purchasing  and  for 

routing  purchasing  forms, 

19)  That  the  proposed  fiscal  code  provide  for  the  classification  and  identifica- 

tion of  state  property,  and  for  keeping  of  property  control  records. 
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(£0)  That  the  proposed  fiscal  code  provide  for  the  establishment  and  installation 
of  stores  control  records  and  accounts, 

(21)  That  the  statutes  be  clarified  to  exclude  from  certain  restrictions  on  print- 

ing the  use  of  reproduction  processes  not  available  in  Montana  printing 
establishments  and  not  subject  to  the  union  label  controlled  by  printing 
trades, 

(22)  That  the  number  of  special  public  expendable  funds  be  reduced  by  merging  as 

many  as  practicable  of  these  funds  with  the  general  fund;  and  that,  where 
necessary  to  preserve  the  operation  of  the  benefit  theory,  accounting  pro- 
cedures and  controls  be  .  substituted  for  the  special  funds  as  a  means  of 
holding  expenditures  xvithin  the  limits  of  revenues  from  particular  sources, 

(23)  That  the  state  examiner's  authority  with  respect  to  local  governments  be 

clarified  and  that  it  be  extended  to  school  districts.  That  the  state 
examiner  be  definitely  empovjered  to  establish  a  unified  system  of  account- 
ing for  all  local  governments  in  the  state;  to  issue  regulations  to  govern 
the  form  and  content  of  budgets;  to  require  the  inclusion  in  local  budgets, 
for  comparison,  of  figures  showing  unit  and  comparable  cost  data;  to  study 
actual  local  government  costs  and  to  develop  cost  standards;  to  receive  and 
examine  copies  of  all  local  budgets;  to  assist  the  local  units  in  perfect- 
ing their  budgeting  procedures;  to  require  compliance  with  the  fiscal  laws 
of  the  state;  to  assist  the  local  units  in  perfecting  their  organization 
and  procedures  for  preauditing  and  for  the  current  control  of  expenditures; 
to  compile  and  publish  reports  on  the  finances  and  financial  operations  of 
local  governments;  and  to  audit  the  affairs  of  each  local  governmental  unit 
in  the  state  at  least  once  each  fiscal  vear. 


Recommendations  Requiring  Amendment  of  the  Constitution; 

:(24)  That  the  constitution  be  amended  to  eliminate  all  reference  to  the  board  of 
examiners;  that,  by  statute,  there  be  substituted  for  the  board  of  examinni , 
in  so  far  as  its  fiscal  functions  are  concerned,  a  board  of  finance  with 
the  powers,  duties,  and  responsibilities  specified  by  the  proposed  fiscal 
code;  and  that  all  routine  duties  of  the  board  of  examiners  in  financial 
matters  be  assigned  by  statute  to  the  proposed  director  of  finance. 

jl25)  That  the  constitution  be  amended  to  eliminate  all  reference  to  the  state 
board  of  land  commissioners, 

26)  That  the  constitution  be  amended  to  eliminate  all  reference  to  the  state 

depository  board;  and  that,  by  statute,  the  selection  of  depositories  be 
made  the  responsibility  of  the  state  treasurer  subject  to  the  approval  of 
the  board  of  finance, 

27)  That  the  constitution  be  amended  to  eliminate  the  V;holly  illogical  pro- 

vision that  the  justices  of  the  supreme  court  perform  a  function  in  the 
executive  department  through  their  supervision  of  investment  of  state 
funds . 

28)  That  the  constitution  be  amended  to  rem.ove  the  auditor  from  the  board  of 

pardons. 
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(29)   That  the  constitution  he  amended  to  relieve  the  stete  examiner  of  responsi- 
bility for  the  audit  of  the  accounts  of  the  state  treasurer  and  the  supreme 
court  clerk;  and  that  consideration  be  given  to  the  repeal  of  the  entire 
section  establishing  the  office  of  state  examiner,  leaving  to  the  legis- 
lative assembly  the  authority  to  provide  for  auditors  of  local  government 
accounts, 

(30)  That  the  constitution  be  amended  to  eliminate  the  provision  requiring  ap- 

proval of  certain  contracts  by  the  governor  and  the  treasurer. 

(31)  That  consideration  be  given  to  a  possible  further  amendment  to  the  consti- 

tution to  provide  for  selection  of  the  state  auditor  by  the  legislative 
assembly  rather  than  by  election. 


I 


54. 

APFEtlDIX  I.   STATE  BOARD  OF  EXAMINERS 


Introduction! 

The  state  board  of  examiners  v-as  created  by  the  constitution.  Its 
mcrabershxp  comprises  the  governor,  the  attorney  general,  and  the  secretary  of 
state,  all  of  v/hom  serve  ex-officio  with  no  additional  compensation  for  dis- 
charging the  duties  and  responsibilities  v;hich  devolve  upon  them  by  reason  of 
their  membership  on  the  board.  3y  statute,  the  board  itself  is  ex-officio  a 
"board  of  supplies  and  a  furnishing  board." 

Functions  and  Activities: 

The  constitution  vests  in  the  board  the  power  and  responsibility  of  >/ 
examining  all  claims  against  the  state,  except  those  for  salaries  or  compen- 
sation of  officers  fixed  by  law.  The  constitution  also  charges  the  board  with 
the  responsibility  of  performing  such  other  duties  as  iray  be  prescribed  by 
law. 

The  legislative  assembly  has  placed  numerous  additional  duties  and 
responsibilities  upon  the  board,  most  of  v/hich  relate  to  financial  administra- 
tion. Due  to  these  assignments  of  duties  and  responsibilities,  the  board  has 
become  the  principal  fiscal  agency  of  the  state  government. 

The  statutes  require  the  state  board  of  examiners  to  date,  number, 
file,  and  allov;  or  reject  all  claims  against  the  state  in  the  order  of  their 
presentation.  They  must  also  approve  all  valid  claims  against  the  state  for 
liiiich  there  is  no  monej^  available  before  these  are  presented  to  the  legisla- 
ihive  assembly  for  appropriations  to  cover  them. 

The  state  board  of  examiners  must  publish  a  financial  statement 
for  the  state  and  must  examine  the  records  of  the  state  treasurer  and  stats 
iuditor.  The  board  looks  to  the  state  accountant  actually  to  perform  the 
jiecessary  actions  to  discharge  these  functions.  This  seems  to  bo  a  proper 
'procedure  inasmuch  as  the  statutes  require  the  board  to  appoint  a  state  account- 
:int  and  assign  him  duties. 

There  are  many  confusing  provisions  in  the  statutes  relating  to  pub- 
-ic  printing  and  to  the  approval  of  contracts  but  the  gist  of  the  iriatter  is 
j.hat  the  state  board  of  exajriners  must  approve  contracts  for  the  purchase  of 
'.irinting.  The  state  board  of  exar.iiners  must  also  pass  on  all  contemplated 
lirinting  in  order  to  judge  the  necessity  for  it.  In  addition  they  must  also 
pprove  requisitions  for  capital  outlays  prior  to  the  time  any  contract  incur- 
ing  an  obligation  for  such  capital  outlay  is  entered  into. 

The  budget  act  places  full  responsibility  upon  the  state  board  of 
xaminers  for  the  development  of  the  budget  report  to  the  legislative  assembly, 
he  board  in  turn  has  delegated  the  ministerial  functions  involved  in  the  cora- 
iling  the  budget  document  to  the  state  accountant. 

The  state  board  of  examiners  is  also  charged  with  a  great  many  rrds- 
3llaneous  matters  relating  to  financial  administration  such  as:   passing  on 
^raveling  expenses  for  state  employes,  flyAng   bonds  of  all  officers  not  fixed 
1/  lav;,  and  establishing  contingent  revolving  funds  (petty  cash  funds)  for  the 
56  of  the  various  state  agencies. 
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Organization  and  Staff; 

The  state  board  of  exaniners  has  found  it  necessary  to  develop  a 
s.ciiill  staff  to  assist  it  in  perforrdng  the  functions  assigned  to  it  relating 
to  financial  administration.  In  a  sense  the  state  accountant  and  his  staff 
might  be  considered  as  a  part  of  the  staff  of  the  board  of  examiners  but  a 
separate  description  of  this  office  is  presented  as  Appendix  III,  Li  addition 
to  the  state  accountant  the  board  has,  as  its  staff,  the  positions  shovm  in 
the  follov;ing  tabulation: 

Annual  Com- 
Title  of  position  pensation 

Clerk  of  the  board  (about  6h   percent  of  time)  ^3,600 

Assistant  clerk  2,700 

Clerk  and  stenographer  1,800 

Special  clerk  (at  department  of  public  vreKare)  2,100 

As  indicated  in  the  tabulation,  the  clerk  of  the  board  devotes  an 
estimated  64  percent  of  his  time  to  m.atters  concerning  the  fiscal  responsi- 
bilities of  the  board.  The  remxiinder  of  his  time  is  devoted  to  duties  con- 
cerning the  operations  of  the  board  of  pardons,  board  of  prison  commissioners, 
and  board  of  commissioners  for  the  insane.  The  special  clerk  has  been  placed 
vdth  the  department  of  public  welfare  in  order  that  the  state  board  of  exam- 
iners vdll  have  a  direct  representative  v/ith  that  department  to  report  to  it 
on  the  fiscal  affairs  of  the  department. 

Policies  and  Procedures; 

The  state  board  of  exariiiners  has  come  to  be  regarded  as  the  central 
authority  of  the  state  on  many  subjects  but  particularly  those  relating  to 
Tinancial  matters.  This  has  cone  about  by  reason  of  the  many  functions  of 
financial  adiitlnistration  that  have  been  imposed  on  the  board  by  the  legisla- 
tive assembly.  At  present,  in  those  fiscal  affairs  v/hurein  there  is  ambiguity, 
|the  board  is  consulted  or  assurries  authority. 

In  dealing  with  the  adiranistrative  expenditures  of  the  department  of 
public  vfelfare  the  board  has  made  an  exception  to  its  normal  procedure.  The 
department  of  public  vjclfare  is  perrdtted  to  miaintain  a  purchasing  agent,  to 
imintaiii  its  o\m   bank  accounts,  and  to  drav/  its  ovm  checks  in  payment  of  ad- 
Tiinistrative  expenses.  The  board  has  appointed  a  special  clerk  to  act  as  its 
"epresentative  v/ith  the  department  of  public  v/elfare.  This  clerk  concerns 
limself  prLncipally  with  the  reconciliation  of  the  bank  accounts  and  the  check- 
ing of  disbursement  vouchers. 

All  other  state  agencies,  except  those  specifically  released  by  law, 
ire  required  to  follow  a  normal  procedure  of  clearing  all  adjidnistrative  fin- 
ancial matters  through  the  purchasing  department,  vrhere  purchases  are  invol- 
ved, and  through  the  state  board  of  examiners. 

The  state  board  of  examiners  exercise  the  only  preaudit  of  obliga- 
j-ions  that  is  conducted  in  the  state.  It  is  required  by  law  to  do  this  on 
■'equisitions  involving  capital  outlay,  printing  costs,  and  travel  out  of  the 
tate. 
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Expenditures; 

As  has  been  said,  the  members  of  the  state  board  of  examiners  re- 
ceive no  compensation  directly  attributable  to  their  membership  on  this  board. 
Since  the  membership  of  the  state  board  of  examiners  is,  in  some  cases,  the 
same  as  the  membership  of  certain  other  boards  of  the  state  government,  all 
needing  a  part-time  staff  to  assist  them  in  carrying  out  their  functions, 
there  has  been  developed  a  consolidated  staff  to  assist  all  these  boards.  The 
expenditures  for  operations  have  not  been  segregated  between  these  various 
boards  and  it  is,  therefore,  impossible  at  this  time  accurately  to  state  the 
separate  cost  of  operations  of  the  state  board  of  examiners.  A  fair  estimate 
of  this  cost,  eliminating  the  salarj'  of  the  special  clerk  with  the  department 
of  public  vjelfare,  v;hich  salary  is  paid  by  that  department,  would  be  $8,000. 
Appropriations  that  average  $12,000  for  recent  years  have  been  made  to  meet 
all  the  expenditures  involved  in  carrying  out  the  activities  of  the  various 
boards, 

APPMDIX  II.   STATE  AUDITOR 


Introduction; 

The  state  auditor  is  one  of  the  seven  elected  constitutional  officers 
in  the  executive  department  of  the  state  government.  He  is  elected  for  a 
term  of  four  years  and  the  qualifications  for  the  office  as  set  forth  in  the 
constitution  are  that  the  incumbent: 

Shall  have  attained  the  age  of  tvrenty-five  years. 
Shall  reside  at  the  seat  of  government  during  his  term  of  office. 
Shall  be  a  citizen  of  the  United  States. 

Shall  have  resided  vdthin  the  state  tv;o  j'-ears  next  preceding  his 
election. 

The  salary  of  the  auditor  is  fixed  by  statute  at  $3} 600  a  year.  In  addition 
to  this  amioimt  he  also  receives,  by  statute,  .'^600  a  year  as  insurance  commis- 
sioner. 

Under  the  constitution  the  state  auditor  is  a  member  of  the  board  of 
pardons  and  of  the  state  depository  board  and  under  the  general  statutes  he 
is  a  member  of  the  industrial  accident  board  and  the  insurance  cornriiission.  He 
is  ex-officio  commissioner  of  insurance  and  investment  commissioner. 

Functions  and  Activities; 

The  state  auditor  is  directed  by  the  constitution  to  "perform  such 
duties  as  are  prescribed  in  this  constitution  and  by  the  laws  of  the  state," 

In  addition  the  statutes  give  the  state  auditor  general  financial 
luties  and  responsibilities.  Originally  the  state  auditor  was  charged  -^.'ith 
a  great  number  of  these  duties  and  responsibilities  but,  due  to  the  enactment 
3f  legislation  that  assigned  som.e  of  them  to  other  state  officers  and  repealed 
oy  implication  the  assignment  of  the  functions  to  the  state  auditor,  he  is, 
it  present,  concerned  only  with  the  following  functions  of  financial  adrainis- 
:ration: 
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Drav^ing,  recording,  anf'.  accounting  for  all  \;arrants  issued  in 

payment  of  claims. 
Auditing  all  claims. 
Keeping  an  accounting  with  the  state  treasurer  relating  to  all 

state  money  held  or  received  by  the  treasurer  and  all  disbursements 

of  such  money. 

He  has  other  duties  as  investment  commissioner  and  comrrdssioner 
of  insurance,  ex-officio,  v.'hich  are  discussed  in  another  report  of  this 
series. 

Or -"anization  and  Staff: 

The  vrork  of  some  of  the  staff  of  the  office  of  the  auditor  is  di- 
vided betvreen  those  activities  ¥\ihich  relate  to  financial  administration  and 
those  relating  to  the  duties  connected  with  the  various  other  functions  dis- 
charged by  the  state  auditor  in  his  ex-officio  capacities.  The  estimated 
percentages  of  tiiae   spent  on  financial  administration  are  shoim  in  parenthe- 
ses in  a  tabulation  of  that  part  of  the  staff  of  the  office  of  state  auditor 
v/hich  is  engaged  in  duties  relating  to  financial  adr.iinistration.  In  this 
tabulation  the  annual  compensation  shewn  is  the  total  yearly  salary  received 
by  each  member  of  the  staff.  As  of  September,  1941  the  staff  v;as  as  follows: 

Annual  Com- 
Title  of  Position  pens at ion 

State  auditor  $4,200 

Chief  clerk  (insurance)  (50  percent  of  time)  2,100 

Acting  deputy  auditor  3,000 

Chief  clerk  (temporarily  vacant)  2,700 

■//arrant  clerk  (4)  1,500 

Stenographer  and  clerk  (70  percent  of  time)  1,500 

Clerk  (40  percent  of  time)  1,800 

Cashier  (10  percent  of  tinie)  1,620 

In  the  case  of  the  state  auditor  ana  the  deputy  auditor  no  accurate 
estimate  could  be  secured  of  the  time  devoted  to  financial  administration, 

Vfarrant  ...'riting: 

The  state  auditor  is  charged  by  law  with  the  duties  and  responsi- 
bilities involved  in  v^riting  warrants  for  the  payment  of  claims  approved  by 
the  state  board  of  exarrdners.  This  activity  of  necessity  involves  the  de- 
velopment and  maintenance  of  records  of  the  warrants  written  and  the  checking 
of  the  claims  for  proper  authority  to  pay  before  the  warrants  are  vnr-itten. 

The  state  auditor  maintains  a  warrant  register  of  all  v/arrants  writ- 
ten. This  register  is  produced  by  a  separate  operation  after  the  warrants  are 
written  but  before  they  are  released.  The  register  shows  the  date,  number, 
amount,  payee,  and  fumd  from  v/hich  payment  is  to  be  made  for  each  warrant 
as  does  the  warrant  itself. 

The  procedures  for  vrriting  the  warrants  are  involved  and  cumbersome. 
Irhe  warrants  are  typewritten  and  go  through  three  separate  machines  -  the 
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check  protector,  the  seal  press,  and  check  signer  -  after  the  typing  operation. 

Kg  record  is  produced,  except  a  duplicate  of  the  warrant,  at  the  same  time  that 

other  operations  are  performed.  A  great  number  of  adding  machine  operations 

are  performed  at  various  stages  to  insure  the  accuracy  of  the  vrork. 

The  possibility  of  improving  and  modernizing  the  warrant  writing  pro- 
cedures by  the  installation  of  equipment  to  write  the  warrants,  produce  the 
warrant  register,  and  take  necessary  totals  in  one  operation  has  been  considered 
but  funds  have  not  been  made  available  for  the  purchase  of  such  equipment.  For 
the  present  the  procedures,  though  involved  and  cumbersome,  are  on  the  safe  side 
in  that  they  were  deliberately  chosen  to  place  safeguards  around  this  operation. 

The  statj  auditor  is  responsible  for  reconciling  the  outstanding  war- 
rants each  month  and  is  also  responsible  for  maintaining  a  record  shov;ing  to 
whom  each  warrant  vxas  delivered  after  having  been  written. 

Maintenance  of  Records; 

The  state  auditor  must  keep  an  accounting  with  the  state  treasurer 
for  all  the  receipts  handled  by  that  officer  and  for  the  disbursement  of  such 
funds.  In  order  to  do  this  properly  it  has  been  found  necessary  to  keep  ac- 
counts of  receipts  and  disbursements  by  funds  and  appropriations,  together  with 
controlling  accounts  over  vfarrants  issued  and  paid.  Reference  is  made  to  activi- 
ty under  various  headings  in  the  main  text  of  this  report. 

Receipts; 

The  state  auditor  as  a  fiscal  officer  is  not  a  collecting  officer. 
In  his  ex-officio  capacities  he  is  charged  v«ith  the  responsibility  of  making 
certain  collections   of  revenue.      These  activities  are  discussed  in  other  reports 
of  this  series. 

Expenditures; 

The   expenditures   of  the  office   of  the   state  auditor  relating  to  finan- 
cial administration  were  reported  for  the  fiscal  year  ended  June  30,   1940,   in 
the  "1941  Legislative  Budget",    as   follows: 

Class  of  Expenditure  .  '  Amount 

Personal  services  (This   includes  $3,600  salary  of  state   auditor 

and  ^82  salary  of  temporary  employes)  $15,102.69 

)ther  current  expense  2,963.53 

lapital  outlay  290.10 

Total  $18.356.32 

While  these  figures   are   close  approximations   of  the   cost  of  discharg- 
Jig  the  auditor's   function  of  financial  administration,   they  cannot  be   considered 
IS  exact.     There   is  a  great   deal  of  interchange  of  staff  among  the  various 
unctions  of  the   office  and  it  is  not  considered  feasible  to  develop  a  clear 
ut  allocation  of  expenditures  for  the  various  functions. 
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APPENDIX  III.   STATiL  ACCOUNTAInIT 


Introduction; 

The  state  accountant's  office  has  been  in  existence  since  1909  at 
which  time  legislation  v.'as  enacted  to  provide  for  the  office  and  the  duties 
assii;ned  thereto.  Since  that  tijne  the  board  of  examiners  has  added  duties 
and  responsibilities  to  the  office,  the  most  notable  of  which  are  the  duties 
and  responsibilities  in  connection  vdth  the  coiripilation  of  the  legislative 
budget. 

The  state  accountant  receives  his  appointment  from  the  state  board 
of  examiners  for  a  term  of  four  years  unless  sooner  removed  from  office  by 
action  of  the  board.  The  salary  of  the  state  accountant  is  C-4j000  P'^^  year 
and  is  fixed  by  statute. 

The  state  account-ant  is  ex-cfficio  a  member  of  the  insurance  commis- 
sion and  of  the  governor's  committee  on  intergovernmental  cooperation.  He 
also  has  been  assigned  the  duties  and  responsibilities  of  a  chief  budget  of- 
ficer by  the  state  board  of  examiners  to  the  extent  that  such  assi.gnment  and 
duties  are  possible  under  the  budget  act. 

Functions  and  Activities; 

The  state  accountant  is  charged  by  lav;  vdth  certain  functions  re- 
latin?  to  financial  administration,  particularly  vdth  the  duty  of  prescribing 
general  methods  and  details  of  accounting  for  certain  institutions,  exandning 
at  least  once  each  three  months  the  books  and  records  of  these  institutions, 
and  reporting  the  result  of  these  examinations  to  the  state  board  of  examiners. 
The  institutions  covered  are  listed  as  follov^s; 

University  of  Iwontana  (presumably  including  all  units) 

State  Orphans'  Home 

Lent ana  School  for  Deaf  and  Blind 

State  Pieform  (industrial)  School 

Soldiers'  Home 

State  Prison 

Montana  State  Fair 

State  Insane  Asylum 

In  addition,  the  statutes  give  the  state  board  of  exarainers  the  power 
to  assign  additional  duties  and  responsibilities  to  the  state  accountant  as 
they  see  fit.  Operating  under  this  povjer,  the  state  board  of  exau'dners  has 
delegated  to  the  state  accoLmtant  most  of  the  duties  and  responsibilities  aris- 
ing because  of  the  budget  act. 

Due  to  his  familiarity  vdth  the  inforjiiation  container,  in  and  used 
in  developing  the  legislative  budget,  the  state  accountant  is  called  upon  to 
serve  the  legislative  corrr.dttees  considering  the  appropriation  acts. 

Organization  and  Staff; 

The  state  accountant  p'jrsonally  conducts  all  the  examinations  made 
of  the  various  state  institutions  under  his  jurisdiction.  There  is  a  small 
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central  office  staff  attached  to  his  office  for  the  purpose  of  maintaining 

the  necessary  accounting  records,  assisting  in  the  conipilation  of  the  budget, 

and  typing  reports.   The  staff  of  the  office,  as  of  September,  1941,  is  shown 
in  the  follovjing  tabulation: 

Annual  Com- 
Title  of  position  pensation 

State  Accountant  $4,000 

Accountant  (2)  2,100 

Secretary  1,800 

Policies  and  Procedures : 

The  provisions  of  the  statutes  requiring  the  state  accountant  to  pre- 
scribe accounting  methods  and  procedures,  and  to  exan-iine  into  the  fiscal  af- 
fairs of  certain  state  institutions  are,  as  far  as  they  go,  a  direct  duplica- 
tion of  the  provisions  which  require  the  state  exandjier  to  perform  sL-iilar 
duties  for  all  state  institutions.  The  duplication  of  effort  is  avoided  by  the 
present  state  f.ccountant  and  state  exaiitiner  through  the  simple  expedient  of 
deputizing  the  state  accountant  as  a  member  of  the  staff  of  the  stats  exandner 
v.lthout  pay.  The  state  exandner  then  accepts  the  reports  on  the  institutions 
made  by  the  state  accountant  as  his  own. 

In  discharging  the  duties  and  responsibilities  delegated  to  him  by 
the  state  board  of  exairdners  relative  to  the  compilation  of  the  legislative 
budget,  the  state  accountant  has  found  it  necessary  to  install  and  maintain 
a  set  of  accounts  which  reflect  receipts  and  disbursements.  The  receipts  are 
distributed  according  to  funds  and  sources.  The  disbursements  are  distributed 
according  to  funds  and  appropriations  and  the  unexpended  balances  of  such  funds 
and  appropriations  are  currently  m4j.intained  on  a  cash  basis.  In  addition,  a 
distribution  of  disbursements  by  governjiiental  agencies  and  by  objects  of  ex- 
penditure is  developed  to  be  used  as  a  source  of  information  at  such  time  as 
the  legislative  budget  is  compiled.  The  classification  of  the  objects  of  ex- 
penditures was  developed  by  the  state  accountant  to  meet  this  need  for  informa- 
tion. 

The  information  developed  by  the  state  accountant  concerning  the  fund 
and  appropriation  balances  is  frequently  used  by  the  state  board  of  examiners 
in  passing  upon  clai.Tis  presented  to  them. 

The  state  accountant  checks  the  accounts  of  the  state  treasurer  and 
the  state  auditor  each  month  for  the  state  board  of  examiners.  This  work  is 
.  performed  in  connection  with  maintaining  records  necessary  for  the  compilation 
of  the  legislative  budget. 

Expenditures; 

During  the  fiscal  year  ended  June  30,  1940,  the  cost  of  operating 
|;the  office  of  the  state  accountant  was  ^10,933.98,  of  which  $1.10,000  was  for 
r  salaries  and  ;'-933.98  was  for  other  operating  expenses.  The  entire  cost  of  oper- 
ation is  borne  by  legislative  appropriation  made  for  this  purpose. 
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APPIiNDIX  IV.  STaTE  purchasing  DEFARTKSNT 


Introduction! 

The  state  pui^chasing  depcirtment  was  created  by  the  legislative  as- 
sembly in  1921.  The  head  of  the  department  is  the  state  purchasing  agent  who 
is  appointed  by,  and  holds  office  at  the  pleasure  of,  the  governor.  His  salary 
is  fixed  by  law  at  ?v5,000  a  year.  Prior  to  the  creation  of  the  department, 
purchasing  was  done  by  the  heads  of  the  various  state  agencies  and  institutions. 
Such  purchases  were  subject  to  the  approval  of  the  state  board  of  examiners. 
This  method  of  purchasing  proved  to  be  unsatisfactory  aiid  vjas  the  cause  of  the 
legislation  creating  the  state  purchasing  department. 

Subsequent  to  the  establishment  of  the  department  the  legislative  as- 
sembly of  1923  enacted  legislation,  which  added  to  the  duties  of  the  department 
relating  to  the  control  of  state  property  and  which  clarified  certain  provisions 
relating  to  the  sale  of  state  property  and  of  the  produce  of  the  state  institu- 
tions. The  1923  legislation  also  contained  a  provision  permitting  emergency 
purchases  by  the  various  state  agencies. 

Functions  and  Activities; 

The  statutes  of  Montana  confer  upon  the  present  state  purchasing  de- 
partment all  the  duties  and  responsibilities  relating  to  the  purchase  of  sup- 
plies, materials,  printing,  and  equipment  for  all  state  agencies,  except  the 
liquor  control  board  for  which  separate  provision  is  properly  made.  The  only 
'raodifications  of  this  authority  are,  first,  that  the  state  board  of  examiners 
must  pass  on  all  contemplated  purchases  of  equipment  before  such  purchases 
are  nsgotiated,  second,  that  all  contracts  are  subject  to  the  approval  of  the 
governor,  and  third,  that  the  state  board  of  examiners  may  provide  "contingent 
funds"  (petty  cash  accounts)  for  any  state  agency  to  be  used  in  the  payment  of 
JTgent  expenses.  Purchases  made  from  such  contingent  funds  are  subject  to  ap- 
proval by  the  state  board  of  examiners.  Contrary  to  the  statutes,  the  state 
iepartment  of  public  v\felfare  maintains  separate  purchasing  facilities. 

The  state  purchasing  statutes  also  permit  a  system  of  emergency  pur- 
chases under  which  the  various  state  agencies  are  permitted  to  purchase  fresh 
'ruits  and  vegetables  and,  in  cases  of  immediate  necessity,  other  itemis  directly 
'rom  vendors.  Such  purchases  are  later  to  be  confirmed  by  the  state  purchasing 
igent  who  is  required  by  lav;  to  issue  rules,  regulations,  and  instructions  re- 
lating to  such  purchases.  These  rules,  regulations,  and  instructions  must  be 
.pproved  by  the  state  board  of  examiners  prior  to  issuance.  Such  rules  have 
ot  been  formally  issued. 

As  an  auxiliary  function  the  department  has  the  duty  of  selling  surplus 
Jir  obsolete  assets  of  the  state,  subject  to  the  approval  of  the  governor.   The 
'tate  purchasing  agent  also  has  the  responsibility  of  selling  surplus  products 
reduced  by  the  various  state  institutions. 

The  control  of  the  property  of  the  state,  other  than  real  estate  and 
ivestments,  is  vested  in  the  state  purchasing  department  and  the  statutes  re- 
lire  that  the  department  develop  and  maintain  complete  inventories  of  all  per- 
:>nal  property  belonging  to  the  state. 
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The  state  purchasing  agent   is  required  by  lavj  to  inake   a  sv/om  state- 
rasnt  on  all  valid  claims   on  account  of  contracts  and  purchases  negotiated  by  him. 
The  content  of  this   sv.'orn  statement  is  not  noted  in  the  law  and   in  actual  prac- 
tice the  clair.is  are  examined  by  the   staff  of  the   state  purchasing  department 
for  agreement  as  to  price  and  quantity  after  vjhich  they  are  star.iped  "approved" 
'/vith  the   date  of  such  approval. 

The  state  purchasing  department  is  empovrered  by  legislation  to  riain- 
tain  warehouses.  This  povrer  has  never  been  invoked,  as  it  has  been  considered 
riore  econo^Tiical  to  have  goods  stored  in  the  storerooms  of  the  various  in^titu- 
tions .  Carload  shipment  of  food  supplies  are  routed  to  the  insane  asylum  at 
■','arm  Springs,  Montana,  and  are  distributed  to  the  other  custodial  institutions 
from  that  point. 

Organization  and  Staff:  _    : 

The  internal  organization  of  the  state  purchasing  department  as  of 
3epten±»er,    1941  is  shown  in  the  tabulation  below: 

Annual  Compan- 
Title  of  Position  sation 

State  Purchasing  Agent  sv5,000 

Assistant  state  purchasing  agent  3>600 

Clerk-stenographer  1,800 

Clork-stenographer  1,500 

Filing  aiid  carding  clerk  1,500 

Chief   clerk  2,100 

Clerk-stenographer  (2)  1,500 

Accountant  2,100 

Clerk  and  assistant  accountant  1,500 

.eceipts; 

The  state  purchasing  department  has  but  one  source  of  receipts,  the 
roceeds  from  the  sale  of  surplus  or  obsolete  assets  of  the  state.  The  amount 
f  such  receipts  varies  from  year  to  year  in  no  predictable  fashion.  According 
0  information  reported  in  the  "1941  Legislative  Budget",  the  amount  of  such 
eceipts  for  the  fiscal  year  ended  June  30,  1939,  was  <;6,029.49  and  for  the  fis- 
al  year  ended  June  30,  194-0,  v.'as  only  $113.50.  The  proceeds  from  the  sale  of 
urplus  products  produced  by  the  various  state  institutions  are  reported  by  the 
gencies  as  income  of  such  agencies  rather  than  as  receipts  to  the  state  purchas- 
ig  department. 

Xpenditures; 

The  cost  of  operating  the  state  purchasing  department  for  the  fiscal 
:ar  ended  June  30,  1940,  as  reported  iji  the  "1941  Legislative  Budget"  was: 

Class  of  Expense  Amount 

Personal  services  $22,986.23 

Other  current  expense  1,841.11 

Capital  outlay  2G0.90 

Total  ,t;-25.10S.24 


^.i 


63. 

This  cost  was  borne  by  various  funds,    as  the  appropriation  acts  raado 
provision  that  each  of  the   funds   should  bear  a  part  of  the  expense  of  operating 
the  purchasing'  department.     The  funds  and  amounts  involved  v/are: 

General  fund  $  5,608.24 

Mill age  fund  5,000.00 

Highway  patrol  fund           1,000.00 

Highway  fund  13,500.00 

$25.108.24 


APP-^JDIX  V.   STATS  EXAimiER 


Introduction; 

The  state  examiner  is  a  constitutional  officer  appointed  by  the  governor 
and  confirmed  by  the  senate.  His  term  of  office  is  four  years.  The  annual  coni- 
oensation  of  the  office  is  v5,400  and  is  fixed  by  law.  The  statutes  also  fix 
:he  annual  compensation  of  the  superintendent  of  banks,  v/hich  position  the  state 
jxaininer  occupies  in  an  ex-oificio  capacity,  at  ;si5,400.  The  state  examiner,  how- 
3ver,  does  not  draw  both  salaries  and  there  appears  to  be  little  purpose  served 
)y  the  mention  of  the  salary  of  the  superintendent  of  banks  in  the  statutes, 

'unctions  and  Activities; 

The  state  examiner,  v;hile  he  is  ex-officio  superintendent  of  banks  and 
IS  such  is  the  state's  chief  banking  officer  and  adn'dnistrator  of  lav/s  relating 
.0  banks  and  banking,  and  while  he  devotes  the  majority  of  his  o-m  tijr.e  to  duties 
•elating  to  the  position  of  superintendent  of  banks,  does  direct  the  efforts  of 
is  staff  to  the  primary  duty,  required  by  constitution  and  by  statutes,  of  ex- 
itiining  into  the  fiscal  affairs  of  the  various  state  and  local  governmental  units. 

The  constitution  provides  that  it  shall  be  his  duty  "to  exajiune  the  ac- 
ounts  of  state  treasurer,  supreme  court  clerks,  district  court  clerks,  and  all 
ounty  treasurers  and  treasurers  of  such  other  public  institutions  as  may  be  pre- 
cribed  by  lav;,  and  shall  perform  such  other  duties  as  the  legislative  asssmblj'- 
ay  prescribe.  He  shall  report  at  least  once  a  year  and  oftener  if  required  to 
uch  officers  as  n^ay  be  designated  by  the  legislative  assembly."  The  statutes 
Iso  confer  upon  him  specific  duties  with  respect  to  the  fiscal  functions  of  the 
tate,  among  which  are; 

To  visit  the  offices  and  examine  at  least  once  a  year  the  books,  records, 
and  accounts  of  all  state  agencies  charged  v/ith  the  collection  or  hand- 
ling of  state  money;  and  of  all  the  educational,  charitable,  penal,  and 
reformatory  institutions  of  the  state;  and  to  report  the  result  of  such 
examination  to  the  governor  and  attorney  general. 

To  prescribe  and  establish  the  ganeral  methods  and  details  of  accounting 
for  the  receipt  and  disbursement  of  funds  for  the  several  public  educa- 
tional, charitable,  penal,  and  reformatory  institutions  belonging  to  the 
state. 
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To  prescribe   and  establish  tho  gcnerc.!  accounting  racthods  for 
local  govi^rnmcntal  units;   to  examine  at  least  once  a  year  the 
books  ,ind  records  of  local  governmental  units;    and  to  report  the 
result  of  such  oxarrdnat ion s  to  the  board  of  county  cor/uiiissioners 
and  the  county  attorney,   or  proper  rtunicipal  officials. 

In  the  event   the  city  or  county  attorney  f..ilo   to  institute  pro- 
ceedings or  fails  to  report  to  the   state  exarainer  the  fact  that  proceedings 
have  been  instituted  upon  the  basis  of  facts  concerning  violations  of  law  or 
non-performance  of  duty  related  in  a  report  of  the  state  exa.Eiincr,   the   state 
sxandner  rx-.y  cause  the  salarj'  of   such  attorney  to  be  withheld.      In  the  event 
such   attorney  refuses  to  institute  proceedings,   the  state  examiner  may  employ 
an  attorney  to   prosecute  the   case  at  the  expense  of  the  local  governm.ental  unit. 

Organization  and  Staff; 

Notwithstanding  the  scope  and  importance  of  his   duties  as  a  fiscal 
officer  of  the   st:.te  government,    thu  qualifications  of  the  examiner  as  prescribed 
by  lav/  are  designed  to   secure  a  competent  bank  examiner.      These  qualifications 
'prescribed  in  the  statutes  are  as   follo'.vs: 

"The  state   examiner  and  superintendent  of  banks   shall  have  been 
a  resident  of  the   state  of  Montana  for  three  y^ars  and  shall  have 
had  at  least  five  years'   bankin^;  experience  in  an  executive  capacity 
or  as  cji  examiner  of  banks,    and  active  in  either  of  these  capacities 
up  to  vdthin  two  years  of  his   a.ppointment," 

The  internal  organization  of   the  office  of   state  examiner,   as  of 
iSeptcmber,   1941)   is   shovm  in  the  tabulation  below.      The  v/ork  of  some  of  the 
istaif  is   divided  between  the  activities  relating  to  the  control  of  banks  and 
i:he  activities  relating  to  state  and  local  fiscal  affairs.     This  is   indicated 
oj  the  estimates   of  the  percent  of  time    spent  on  state  and  local  fiscal  affairs 
Ishov.n  in  parentheses  in  the  tabulation.     The  annual  compensation  shovm  is  the 
;otal  salary  received  by  each  member  of  the  staff. 

Annual  Com- 
Title  of  Position  pensation 

;tate  examiner  (40  percent  of   time)  ^5,400 

Chief  examiner  (75  percent  of  time)  3,600 

First  assistant  state  examiner  3jOOO 

Deputy  state  examiner  (3)  2,700 

Deputy  state  examiner  2,400 

Bank  examiner  (15   percent  of  time)  3>000 

Stenographer-clerk  1,500 

Stenographer-bookkeeper  (20  percent  of   tirae)  1,800 

Stenographer  (15   percent  of  time)  1,320 

In  addition  to  the  employes   shovm  in  the  foregoing  list,   there  is 
lother  full-time  bank  examiner  and  a  liquidating  attorney  connected  with  the 
ffice  as  well  as  five  liquidating  agents  not  necessarily  on  a  full-timw  basis, 
jTiese  persons  devote  their  full  time  to  administering  the  laws  relative  to  banks 
[id  banking. 


^n 
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Exairdnation  of  State  Afiuncies; 


As  the  principal  postauditing  officer  of  the  stato,  the  state  cxaminor 
annually  audits  the.  finaiicial  affairs  of  all  state  agencies.  It  is  interesting 
to  notu  that  due  to  a  duplicate  assignjiient  by  statute  of  the  function  of  exam- 
ining certain  state  institutions  to  both  the  state  examiner  and  the  state  ac- 
couiitant,  these  officers  have  ;in  arrangement  whereby  the  state  accountant  is  a 
deputy  exfirainer  serving  Virithout  pay  and  the  st-iite  examiner  accepts  his  reports 
on  these  institutions  as  his  ovm. 

The  audit  conducted  of  the  financial  affairs  of  the  various  state 
agencies  is  little  more  than  a  cash  audit  of  the  receipts  of  the  office  and  of 
the  disposition  of  those  receipts.  No  audit  is  made  of  the  expenditures  for 
operations,  neither  as  to  amount,  propriety,  or  classification.  This  last  sit- 
uation is  a  direct  outgrovrth  of  the  condition  under  which  the  postauditing  of- 
ficial is  an  appointee  of  the  administrative  authority.  There  is,  therefore, 
no  way  at  present  in  which  the  state  examiner  may  determine  that  the  functions 
of  the  various  state  agencies  are  being  discharged  in  an  efficient  and  econom- 
ical r.ianner. 

The  state  examiner  in  discharging  hia  duties  relative  to  the  examina- 
tion of  state  agencies  examines  annually,  at  the  expense  of  the  agencies  them- 
selves, the  records  and  accounts  of: 

Fish  and  garae  comj.iission 

Montana  highway  patrol 

liontana  highwaj^  commission 

Liquor  control  board 

Board  of  exairuiners  for  nurses 

Teachers'  retirement  fund 

Department  of  public  vielfare 

L'ilk  control  board 

Tuberculosis  association 

State  water  conservation  board 

Unemploj/Tiient  compensation  comiaission 

Registrar  of  motor  vehicles 

In  addition,  the  state  examiner  examines  the  records  and  accounts  of 
.11  other  state  offices  and  agencies,  but  the  expense  of  these  examinations 
'aid  under  the  general  fund  appropriation  made  to  the  state  examiner. 

xamiTiation  and  Control  of  the  Fiscal  Affairs  of  Local  Governmental  Units; 

The  state  exananer  is  charged  by  the  statutes  vjith  the  duty  of  exam- 
ning  the  fiscal  affairs  of  local  government  units  and  vdth  the  duty  of  excr- 
ising  a  small  amount  of  control  over  such  units  by  means  of  an  examination  of 
neir  budgets.  This  examining  power  and  budget  control  povrer  varies  according 
0  the  organization  unit.  For  example,  he  must  examine  at  least  once  a  year 
le  accounts  and  records  of  all  incorporated  cities  and  toivns  but  he  cannot  ex- 
nine  the  accounts  and  records  of  first  and  second  class  school  districts  un- 
iss  requested  to  do  so  by  the  trustees  of  such  district. 

In  any  case  the  state  examiner  has  little  power  to  compel  adherance 
his  prescribed  methods  or  to  compel  the  filing  of  reports  and  must  depend  upon 
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the  cooperation  of  the  local  officials  or,  in  especially  flagrant  cases,  upon 
a  suit  in3tituted  by  local  taxpayers.   In  this  respect  the  statutes  relative 
to  the  pov;ers  and  duties  of  the  state  examiner  are  deficient. 

The  state  examiner,  in  discharging  his  duties  relative  to  the  exam- 
ination of  local  governmental  units,  annually  exaranes  the  records  of: 

56  counties 
116  cities  and  tovjns 
42  irrigation  districts 
i  19  county  free  high  schools 

73  fire  department  relief  associations 

Ln  addition,   a  varying  number  of   school  districts  are  examined  upon  the  recuest 
of  such  districts, 

."teceipts; 

The  state  examiner  bills  certain  fees  for  collection  by  the  state 
ibreasurer.   The  fees  collected,  exclusive  of  those  collected  as  superintendent 
n   banks  were  as  follov/s: 

Amount  Collected 
Fiscal  Year  winded 
Source  of  Rec-->ipt  June  30;  1941 

|iVailable  for  expenditure: 
Special  examinations  $   296,52 

Industrial  accident  board  982.91 

'otal  available  for  expenditure  j)  1,279.43 

or  deposit  in  general  fund: 

County  exaninations  $11,900,00 

Irrigation  district  examinations  1,125,00 

County  free  high  school  examinations  475.00 

City  and  tovm  examinations  6,675.00 

Fire  department  relief  associations  75C.00 

otal  for  general  fund  ^20,925.00 

5t£l  !E'22,204.43 

■cpenditures: 

1  It  is  impossible  to  state   accurately  the  aniount   expended  by  the  state 

«caminer  in  the  disch'j.rge  of  his  duties  as  state  exar.dner  during  any  given  per- 
bd,   since  a  part  of  his   staff  is  engr.ged  in  bank  examinations  and  related  duties, 
%e  v;ork  of   several  employes  and  of  the   state  exairdner  himself  overlaps  between 
tie  tiro  functions  and  the  cost  of  equipment  and  supplies  is  not  segregated.     A 
i.ir  estijriate  of  the  cost  of   discharging  the   postaudit  functions   of  the  office 
r,id  from   -eneral  fund  appropriations  during  the  fiscal  year  ended  June   30,    1940, 
V'uld  be  C34,000. 


67. 
APPENDK  VI.   STATE  TR^SURER 


Introduction! 

The  state  treasurer  is  one  of  the  seven  elected  constitutional  of- 
ficers in  the  executive  department.  Ke  is  elected  for  a  terra  of  four  years 
and  under  the  constitution  is  the  only  state  officer  who  may  succeed  hii/iself 
in  office.  His  conpensaticn  is  fixed  by  statute  at  $.4,200  a  year.  The  qual- 
ifications for  office  are  established  by  the  constitution  and  include  the  lol- 
lov.'jjig: 

Age  of  tvjenty-five  years,  or  over. 
Citizenship  in  the  United  States. 
Residence  in  state  for  two  years  next  pre- 
ceding his  election. 

An  additional  qualifici^tion,  not  of  attaining,  but  of  holding  office,  is  that 
the  treasurer  must  reside  at  the  seat  of  goveriiinent  during  his  term  of  office, 

i         The  state  treasur'er  is  also  a  niennber  ex-officio  of  the  state  depos- 
itory board,  the  state  hail  insurance  board,  and  the  teachers'  retirement 
looard.  He  receives  no  additional  compensation  for  the  activities  in  which  he 
engages  by  reason  of  these  ex-officio  positions, 

-"urictions  .and  Activities: 


The  state  treasurer  is  directed  by  the  constitution  to  "perform  such 
liutios  as  are  prescribed  in  this  constitution  and  by  the  laws  of  the  state," 
rhe  con^tution  also  makes  him  a  member  of  the  state  depository  board  i-fhich 
)oarQ  has  "full  pov-er  and  authority  to  designate  depositories  with  v;hich  all 
'unds  in  the  hands  of  the  state  treasurer  shall  be  deposited," 

The  prL-iiary  functions  of  the  state  treasurer,  as  established  by  the 
ititutes,  o.re  the  receipt,  custody,  and  disbursement  of  the  state's  moneys, 

is  also  custodian  of  the  investments  in  bonds,  v^arrants,  and  negotiable 
._  j.r   belonging  to  the  state  or  its  agencies,  except  those  investments  held 
)y  the  industrial  accident  board  and  the  teachers'  retirement  board. 

As  incidental  or  miiscellaneous  functions  the  stite  treasurer  cares 
'or  the  collection  of  the  principal  and  interest  on  state  investments  and  in- 
erest  on  deposits,  and  t!ie  payment  of  principal  and  interest  on  the  state's 
ended  indebtedness.  He  is  custodian  of  such  securities  as  various  state  de- 
ositori.;S  may  desire  to  put  up  as  collateral  for  deposits  of  state  money  made 
1th  them.   In  this  connection  it  is  the  responsibility  of  the  treasurer  not 
0  allow  the  deposits  ;;ith  any  of  the  various  depositories  to  exceed  the  amount 
f  collateral  pledged  by  such  depositories  to  guarantee  the  deposits, 

rganization  and  Staff; 

The  staff  of  the  state  treasury,  as  of  Septeriiber,  1941,  is  shov«i  in 
le  tabulation  below: 
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Title  of  Position 


3t£it'>  treasurer 

Deputy  state  treasurer 
Chief  clerk  and  cashier 
Bond  clerk 

Clark  and  cashier 

Stenographer  and  bookkeeping  machine  operator 


Annual  Com- 
pensation 

$4,200 
3,000 
2,700 
2,100 

2,700 
1,800 


Receipts; 

The  state  treasurer  is  custodian  of  all  the  investments  in  bonds 
and  warrants  belonging  to  the  state  or  any  of  its  agencies,  except  those  held 
by  the  industrial  accident  board  and  the  teachers'  retirement  board.  As  cus- 
todian of  these  investments,  he  is  responsible  for  the  collection  of  interest 
incor.e  on  them  and  for  collection  of  the  principal  when  due.  The  face  value  of 
the  investments  held  was  |1S,A96,133.41  as  of  September  30,  1941,  and  the  annual 
Interest  income  on  the  investments  approxinates  is.500,000  each  year, 

*  When  pofjsible  current  funds  arc  deposited  vjith  the  various  depositories 
it  interest.  The  stato  tr^.asurcr  is  responsible  for  handling  these  negotiations 
uid  the  interest  collected  from  this  oource  is  approxijnately  ^14,000  a  year. 

In  addition  to  the  above,  the  state  treasurer  is  made,  by  statute, 
,he  collecting  officer  for  fees  charged  by  the  state  exaiainer  for  examinations 
.,)i  banks  and  various  governmental  units,  both  state  and  local, 

Denditures: 

The  cost  of  operating  the  state  treasury  for  tlic  fiscal  year  ended 
le  30,  1940,  as  shovm  by  the  "1941  Legislative  Budget",  was: 


Class  of  jlxpense 

Personal  services 
Other  current  expenses 
Repairs  and  replacements 


Amount 

116,200.00 
2,083.26 
2.199.60 

$20,462.86 

The  unusually  large  item  for  repairs  and  replacements  was  caused  by 
le  replacement  of  a  bookkeeping  machine  and  repairs  to  the  burglar  alarm 
juipment.  This  expense  is  not  of  a  recurring  nature  and  the  normal  expense 
'  operating  the  office  would  be  approximately  C18,500.00. 

APPjIIDIX  VII.   STATE  DSPOSITOIIY  BOARD 

The  state  depositor  board  was  created  by  the  constitution  xvith  a 
i'.rabership  comprising  \h^   governor,  stat=^  auditor,  and  state  treasurer,  all 
('  whom  serve  ex-officio  without  additional  compensation  for  discharging  the 
c.ties  arising  by  reason  of  board  membership. 
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The  board  is  vested  oy   the  constitution  "with  full  power  and  authority 
to  designate  depositories  with  v;hich  all  funds  in  the  hands  of  the  state  treasu~ 
rer  shall  be  deposited  -  the  treasurer  shall  not  be  liable  for  loss  on  account 
of  any  such  deposit,,.."  The  statutes  assign  the  board  pov/ers  and  duties  in 
addition  to  those  vested  in  it  by  the  constitution.  These  additional  powers 
and  duties  relate  pi'incipally  to  the  following: 

Requiring  the  payment  of  interest  on  deposits  at  a  rate  agreed 

upon  by  the  depository  b.ank  and  the  board. 
Approval  of  bonds  or  security  posted  by  depository  banks  to 
guarantee  deposits  made  vjith  them. 
Directing  the  v;ithdrawal  by  the  state  treasurer  of  all  moneys 

deposited  with  a  bank  for  any  reason. 
Authorizing  and  directing  the  state  treasurer  to  invest  surplus 

cash  in  registered  \"arrant3  of  the  state  of  Montana, 

The  state  depository  board  does  not  have  a  staff  as  it  has  no  operating 
unctions  to  perform.  It  operates  by  rr.cans  of  resolutions  adopted  and  entered 
pon  its  minutes. 
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REPORT   ON 
PSiiSONIffiL  ADivilNISTRATION 


I  ntr  ociuc  t  io_n : 

Contents  of  the  .leijort:   This  report  deals  ^/ith  e:nployirient 
procedures  and  other  iiia.'tt'e'rs'  of  'personnel  admlnistraticn  as  applied 
to  the  state  service.   In  covering  these  subjects,  it  discusses 
specifically  the  policies  and  procedures  v;ith  reference  to  authoriza- 
tion of  positions  and  pay;  selsction  and  ?.ppointinent  of  employes ; 
-rouotion,  transfer,  lay-off,  end.   other  changes  in  status  of  employ- 
.-.:;,    regulation  of  the  service,  hours,  and  leaves  of  einployes;  and 

Iir.iscollaneous  other  j-.iatters  having  to  do  v."ith  the  rolations  of  the 
stabe  to  its  ev.iployes. 

The  oLiphasis  m  this  report  is  placed  upon  proposed  provi- 
sions with  only  brief  reference  to  existing  practices.   The  existing 
practices  a^  to  most  of  the  sutjects  discussed  vary  widely  from  one 
agency  of  the  state  govormnent  to  another.   But  no  purpose  v/ould  no 
served  h-j   a  detailed  comparison,  analysis,  or  criticisn  of  the 
pr^-^sent  varying  practices  in  the  several  individual  agencies.   If 
•siihstantial  linproveracnt  is  to  ho  raado,  the  practices  should  ho  r.iade 
iiniforn:  throughout  the  state  service. 

Since  the  proposals  contemplate  a  uniform  systen,  this 
report  deals  also  with  the  cuestlon  of  an  orga.nisaticn  to  adminis- 
ter the  proposed  system. 

Purpose  of  Suggestions  in  the  Report;   The  suggestions  as 
to  personnel  procedures  in  this  rep'ort  are  not  offered  v/ith  the 
idea  that  their  adoption  or  rejection  as  a  whole  is  essential.   Most 
of  the  suggestions  are  severable,  and  there  are  plenty  of  alterna- 
tives to  the  specific  provisions  offered  tha.t  i.Mglit  be  ver7/  nearly, 
or  quite,  as  good,  even  fror,i  the  standpoint  of  an  ideal  personnel 
system.   Furthermore,  do'^artures  froiii  the  ideal  m.av  be  necessary  to 
meet  special  local  conditions  or  desires,  or  for  reasons  of  expedi- 
ency.  In  preparing  the  report,  choices  had  to  be  made  among  the  al- 
ternatives available  and  the  authors  have  ondoavored,  in  the  process, 
to  select  sound  policies  and  procedures  that  seem.ed  to  thorn  most 
appropriate  to  the  conditions  existing  in  Montana,  accoi-dirg  to 
tlioir  o\.,"n  appraisal. 

It  may  even  be,  as  a  m.att^r  of  fact,  that  I-lontana  hs.s  not 
yet  res.chod  the  point  whoi'o  it  is  ready  to  cor.imit  itself  to  a  cor.i- 
pleto,  viod-ern  personnel  system  based  on  merit  principles,  to  be  ad- 
dnistc-red  th_roiigh  a  central  authorit;;^.   But  this,  if  so,  affords 


no  valid  argurr.sn'c  ago.j-nso  the  adoption  of  improvements  ovr^r  sorie,  if 
not  all,  of  the  existing  personnel  policies  and  practices. 

Possibly  the  ■:vay  xovaru  eventua.l  attaimnent  of  a  well- 
rounded  and  fiillAr  effective  personnel  system  ma.y  have  to  be  one    of 
progress  by  e?.s2''  stages,  a  step  at  a  time.   The  adoption  of  classi- 
lication  and  compensation  plans,  as  more  fully  explained  later,  with 
provision  for  their  application  and  adirdni  strati  on  in  such  \ays  as 
to  give  them  the  grea.test  practical  value,  is  suggested  as  a  non- 
controversial  step  sure  to  produce  beneficial  results,  and  thus  the 
step  that  raght  well  be  given  priority  of  consideration. 

Formal  legislative  action  v/ould  not  be  indispensable  to 
the  adoption  of  improvements  in  the  present  personnel  policies  and 
practices.   Use  of  such  important  aids  to  good  administration  as 
cla.ssif ication  and  compensation  plans  m.ight  be  provided  for  merely 
as  part  of  the  budget  procedure,  though  it  is  probable  that  funds 
could  not  be  r.iade  8-vailc.blc  during  the  current  bienniura  for  admin- 
istration.  Even  if  no  formal  legislation  were  secured,  such  plans 
vjould  be  subject  to  tacit  approval  and  to  review  of  their  results 
and  effect  by  the  legislative  assembly  from  timxc  to  time  in  the 
coxirso    of  its  action  on  appropriations.   Some  of  the  other  provisions 
governing  such  matters  as  vacations,  holidays,  hours  of  service, 
salary  increases,  and  payroll  procedures,  m.ight  be  m.ade  effective 
by  e::ecutive  action,  subject  to  any  future  modifications  that  the 
legislative-  asscribly  Liay  desir^  to  prescribe. 

On  the  other  hand,  the  formal  adoption  of  the  essentials 
of  a  personnel  system,  by  law  provides  for  a  dof initencss  of  declara- 
tion of  policy  and  an  aseurcd  continuity  of  uxocutlon,  thr.t  is  in 
ever;/  \;3.y   to  be  desired. 


ttethoG  of  Approach  to  the  i/roblom  of  Personnel  Adjnini  strati  on; 

'..he    ''civil  service  movement,"  as  the  r.idvement  for  improved 
personnel  adr.iinistration  in  govermaent  service  has  come  to  be  popu- 
larly known,  had  its  inception  over  half  a  century  ago  in  a  reform 
wave  having  much  the  character  of  a  crusade,  wliich  resulted  m  the 
adoption  of  the  United  States  Civil  Service  Act  and  similar  enact- 
ments in  a  fev/  stiites.   Several  additional  states  joined  the  pro- 
cession b\-  scatter j.ng  enactments  durin^;  the  succeeding  years,  and 
sxL'jilar  provisions  were  extended  to  m.any  cities,  counties,  and 
other  governi'aent  units.   The  movement,  among  states  particularly,  has 
\)een   greatly  accellerated  in  recent  years. 


xhe  prim.ary  objective  of  the  movement  v/as  that  of  checking 
the  evils  resulting  from  the  free  play  of  partisan  spoils  politics. 
The  so-called  ''rierit  system"  of  a.ppointment  on  the  basis  of  relative 
fitness  as  determiin^d  by  com.petitive  tests,  the  ben-ofits  realized 
fromi  centrali.-:ed  administration  of  personnel  processes,  and  improve- 
incnts  in  procedure  and  technique  that  have  been  brought  abe";t,  mdght 
be  regardoa  as  happy,  but  m;orc  or  less  incidental,  by-products  ftot 
involved  in  the  main  issues  fought  for  by  the  original  r.-^fcrm  groups. 


i 


The  problem  of  partisan  spoils  politics  in  the  st^.te  gc-v- 
eipjiient  cf  llontana  is  not  of  major  importance.  On  the  whole,  there 
IS  less  evidence  of  its  influence  on  the  selection  and  retention  of 
eMplo;,'es  in  the  I.iontana  state  governzrient  than  there  is  in  many 
iurisidctions  \;here  so-called  "'civil  service''  systems  are  in  effect 
i'or  parts  of  the  service,  and  have  been  for  years.  Under  present 
conditions,  the  primary  need  is  for  improvement  m  the  ];.ore  prosaic 
routine  processes  cf  personnel  adirdni  strati  on. 

I-uch  progress 


done  much  to  alienate  support  and  afford  arcjuments  to  the  oppositiojv 
that  later  changes  in  point  of  viev/  and  method  of  approach  have  not 
bean  able  completely  to  overcome. 

It  shov^ld  be  made  very  clear  that  the  suggestions  in  this 
report  are  not  designed  to  establish  a  traditional  civil  service 
system  of  the  type  referred  to.   They  represent  nothing  more  tlian 
an  effort  to  apply  to  employm.ont  practices  the  same  good  business 
e.dministration  that  is  to  be  expected  on  far  less  important  matters 
such  as  purchases  said   other  classes  of  expenditures. 

Because  of  the  difference  between  this  approach  to  the 
)robleras  of  public  personnel  administration  and  the  old  crus3.ding 
style  of  "civil  service"  reform,  it  is  probably  desirable  that  the 
eld  forms  and  methods,  even  such  olcl  terms  as  "civil  service''  in 
it'-j  tise  to  designate  personnel  administration  according  to  merit 
principle's,  that  have  been  surrounded  by  r.iore  or  less  misunderstand- 
ing, be  abandoned;  and  that  such  improvements  in  personnel  adnunis- 
tration  as  modern  develojoments  have  made  available,  be  sponsored  for 
what  they  are,  matters  of  improved  business  policy  and  procedure 
rj-tiier  than  elements  of  reform.   The  differences  referred  to  will  be 
tiade  clearer  by  reference  to  the  list  of  essentials  of  a  sound  sys- 
tem in  the  f  ollovi  ng  paragraphs. 

Reauirements  of  a  I.iodern  Personnel  SyE'iiem: 


Good  personnel  administration  has  in  viev;  the  securing  of 
the  greatest  possible  value  for  the  money  expene.ed  for  personal 
services,  Just  as  other  aspects  of  good  businoi;-:  managemxent  are  di- 
rected toward  securing  the  greatest  returns  from,  expenditures  for 
lO  t  ho  r  pii- r p  OSes. 

The  main  avenues  through  which  this  result  can  be  realized 
with  respect  to  personal  services  are  (1)  that  of  effective  planning 
and  bTi.dgeting  to  provide  positions  of  the  kinds  and  A^'^-hers  n^jeded 

)r  the  v;orl:  to  be  done  within  the  limits  of  available  resources, 
(2)  chat  of  secui'ing  the  most  competent  persons  to  fill  the  several 
)sitions  that  the  m.oney  devoted  to  such  services  v/ill  provide,  (5) 
lat  cf  m.aintaining  conditions  under  vhich  service  is  rendered  that 
ivill  indu.ce  the  best  qualified  persons  to  enter  the  service  and 
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encourc.ge  ei.-ployes  in  the  3erv.ice  to  do  tiieii''  best,  and  (ii.)  that  of 
regi.ila.tln^  separations  to  the  end  tioat  v/eak  members  may  be  weeded 
cut,  but  that  losses  of  valuable  employe  material  may  be  reduced  to 
the  ininiin'Ui':!. 

The  various  processes  involved  include: 

(1)  Establish". ng  the  positioiib.   This  involves  careful  plan- 

ning and.  b-dgeting  of  the  kinds  and  numbers  of  positions 
needed  to  pcrforn  the  --vork  to  be  done,  and  the  actual 
creation  of  such  positions  and  fixing  of  their  compensa- 
tion, in  accordance  v;ith  such  needs. 

(2)  Filling  the  positions.   The  several  means  of  entrance  into 
positions  consist  of: 

a.  .-egular  appointment  by  ".vay  of  original  entrance, 
involving  a  period  of  ti'-ial  on  probation. 

b.  Tor;iporary  appointment  for  a  limited  period  of 
service . 

c.  Transfer  from  a  position  of  ooual  rank  and  re- 
sponsibility. 

d.  Pror.iotj.ofx  from  a  positioji  of  lower  rank  or  re- 
sponsibility. 

e.  ^;einstatement  to  a  position  prcviousl,;)"  occupied, 
after  separation. 

f .  F.eemplo^Triefit  ip^  a  position  of  like  !:ind  to  one 
previously  occupied. 

g.  iJomotion  from,  a  position  of  higher  rank  or  re- 
sponslbili  ty . 

(5)  i.egulating  the  emploj/ment  of  2^ei''sons  in  the  service  and  the 
surrounding  conditions  by  m.eans  of  provisions  for: 

a.  '.Jide  open  avenue.-,  of  rrcm.otion  on  .merit  to  higher 
positions,  to  encourage  entrance  to  the  service 
of  the  best  qualified  people  bent  on  ;:iaking  the 
service  a  career;  and  the  advancem.ent  to  higher 
positions  of  i:h.ose  best  fitted  to  advance,  as  a 
m.eans  of  encouraging  faithful  effort  and  devel- 
opm^ent  on  the  part  of  employes. 

b.  Increases  in  pay  as  rcvards  for  improvement  ift 
the  continued  perf or-mar\ce  of  the  same  duties. 

c.  r'luidity  of  transfer  as  one  of  several  means  of 
adjusting  cases  of  i.iisfits  and  providing  for 
seasonal  ap.d  other  fluctuations  in  the  volume 
of  ",7ork  of  different  operating  units. 
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d.  i-'acilities  for  trainxrig  by  which  employes  i-iay  n^j^ali- 

fy  for  rcndci-j-n.ri:  improved  services  and  for  promotion, 
l-'acllities  for-  training  as  means  of  qus.lifying  ap- 
plicants '£or-   specialised  types  of  work,  also  are  im- 
portant. 

e.  Sound  and  consistent  policies  as  to  the  periods  of 

emploja'iient  involving  such  matters  as  hours  of  work;  • 
holidays;  leaves  of  absence  for  vacations,  sickness, 
and  other  purposes;  and  control  of  attendance  and 
absence . 

f .  lJnifcrr,i  policies  and  methods  of  procedure  v;ith  re- 

gard to  discipline. 

g.  Other  measures  designed  to  promote  the  '.volTare  and 

mox'ale  of  employes  in  the  service,  such  as  those  ip,- 
volved  in  attention  to  working  oua.rters,  health,  and 
recreation. 

(Ij.)  Regulating  separations  of  employes  fromi  the  service  involv- 
ing provisions  relating  to: 

a.  x-:emovals,  that  dead  wood  of  unfit  em.ployes  be 

cleared  av/ay;  and  in  the  other  direction,  that 
unfairness  and  discrimination  be  reduced  to  the 
miKimum  and  the  value  of  investment  in  recruit- 
ing and  training  of  employes  may  be  conserved. 

b.  i;C3ignations ,  that  forced  resignations  in  lieu  of 

roiiiovals  be  reduced  to  the  minimum,  and  that  at- 
tention be  given  to  the  causes  of  resignations 
with  a  view  to  reduction  of  the  losses  of  qualified 
employes  by  reason  of  grounds  of  diseatisf action 
that  could  be  corrected. 

c.  -.etireriients,  that  adequate  provision  be  made  for 

eznployes  who  have  passed  their  periods  of  useful- 
ness, both  on  humanitarian  grounds  and  for  the 
benefit  of  the  service. 

d.  Demotions,  that  unfairness  be  prevented  and  that 

the  value  of  service  of  emploj^es  shown  to  be  un- 
fitted for  the  worlc  they  are  doing  be  conserved 
for  "ase  m  less  responsible  or  less  difficult  work 
for"  '.7hich  they  may  be  fitted. 

e.  Layoffs,  that  necessary  reductions  of  force  be  ef- 

fected with  the  least  possible  loss  of  good  employs 
material,  and  v/ith  the  utmost  fairness  to  the  em- 
ployes affected. 


As  is  obvious,  sor.ie  oi  the  processes  listed  rel'"'te  in 
sor.13  degree  to  two  or  r.  ore  of  the  main  divisions  under  -v/hich  they 
appet.i"'.   For  -jxcmple,  a  pror.iotior.,  or  a  tr^.ncfer,  represoiits  both 
a  separation  from  one,   poixtior.  and  a  fillinv  of  another  position; 
whsi'oas  cue  ^eiierai  poiicy  r.nd   ^jrc'ctice  in  such  a  matter  represents 
s.   condition  o"  er.iploy:r:ent  vdiich  may  tend  to  attract  desirable  eLi- 
pioycs  and  induce  ther?i  to  put  fcrtii  their  best  efforts,  in  the  serv- 
ice, or  the  reveiso.   j^'ach  process  is  included  in  the  group  to  'vvhich 
it  seens  prirriar:.ly  to  pertain,  thougii  sovae  are  listed  twice  iii  dif- 
ferent connections.   Under  later  hee-.ds  in  this  report  eu.ch  is  fur- 
t '."-•s r  di 3 c ":i G  s e d . 

3a;ie  of  the  ins truiiientalitios  or  '"tools"  tii^.t  are  essential 
to  the  best  results  in  carrying  out  the  several  personnel  processes 
trc  : 

1.  /■.  sound  r;la5;eif ication  of  the  positions  in  the  service  on 

the  basis  of  their  duties  and  responsibilities. 

2.  A  wej.i-intogratcd  componsat.on  plan  providing;  like  pay  for 
like  v;ork  anci  suitable  differsnces  in  pay  for  differences 
in  "-vork. 

3.  An  v-ffoctive  service  rating  systeii  by  which  the  porf ormaj;ce 
of  individuals  may  be  cor.ipared  with  that  of  others  and  vith 
established  stanclarc.s . 

it.      A  30\^nd  anc.  \vorks.blw  r...tiroLient  s;; 

5.   Piactical  and  effective  standards,  procedures,  technicrues, 
forziis,  and  r^, cords  for  oarr7/ing  into  effect  the  several 
procesr.cs  and  a]pplyln.;i  the  s-vveral  instrijunentalitles. 

A  coraplete  personnel  systei.i,  along  r.iodern  lines,  includes 
(1)  proper  provisions  of  la'.v  or  rule  prescribing  effective  policies 
and  ";;iethods  as  to  these  several  personnel  processes  and  instruineft- 
talitiss,  (2)  an  agency  charged  v/ith  responsj-bility,  and  suitably 
staffed  and  equipped,  for  adrainisterinc;'  such  previsions,  and  (3) 
definitely  established  standards,  routines,  and  techniques  for  such 
adj;ii  ni  s  t  ra  t  i  on . 

Incidental  to  the  operation  of  a  nersonnel  system  are  the 
checks  and  controls  provided  by  the  proposed  procedures  of  the  gen- 
3ral  system  of  financial  administration,  involving  budgeclng,  con- 
Ifcrol  of  expenditures,  and  other  eley.ients  that  apply  to  personal  serv- 
|Lce  items  lip,   r.iuch  the  sane  v;ay  they  do  to  those  not  involving  per- 
onal  services. 

The  several  processes  ;i.nc\   instrninonta].iti.:, s  •nentioned  are 
Llscussed  separately  later  in  tliis  report. 


Org£uii_z_a_tj. on  for  Pei^Ronnel  iid::iini s tra tion: 

E:-:x3tin£,  Org  aniz  ation  for  _Pe  rsqnnel  Admini  3  tra  1 1  on :   ?lie 
only  formal  personnel  l?gen"cy  in  bho  str'te  government  is  the  Viierit 
systeiii  council  vifhich  serves  the  state  department  of  public  v.'elfare, 
the  uneiriplojTient  compensation  coirjinissicn,  and  the  state  hoard  of 
health.   There  are  a  fev;  isolated  provisions  of  law  relating  to  per- 
sonnel administration,  hut  these  receive  little  or  no  administrative 
attention. 

In  effect,  the  various  statutory  provisions  leave  ■.■■:cst  of 
tlie  responsibility  for  personnel  administration  m  the  hands  of  ex- 
ai'.iners.   The  ■j^ovornor  and  the  other  members  of  the  hoard  have  far 
too  many  duties  to  he  able  to  give  tliis  important  subject  more  than 
a  minor  fr?.ction  of  the  attention  it  needs. 

The  joint  merit  system  council  referred  to  above  was  estab- 
lished in  19M-0'  ^^   ^-2-S  no  state  statutory  basis  but  was  formed  ija 
accordance  v/ith  px^ovisions  of  federal  lav/  and  with  the  rules  and  reg- 
ulations of  the  federal  social  security  board  and  the  children's 
bureau  of  the  United  States  depa.rtment  of  labor.   It  is  recognized 
in  the  individual  personnel  rules  of  the  throe  state  agencies  it 
serves,  and  is  financed  jointly  by  them. 

The  council  coinprises  three  m.embers  appointed  liy  the  gov- 
ernor for  ovex'lapping  terr.is  of  six  years,  although  there  is  som.c 
confusion  as  to  the  length  of  the  t>^rms.   The  personnel  rules  of  one 
of  the  tliree  agencies  recaiiru  the  appointments  to  be  made  for  over- 
lapping terms  of  throe  years.   There  are  tvi'o  regular  employes  on  the 
staff  of  the  council,  a  luerit  system  supervisor  at  :';  3,000  a  year  and 
a  secretary  at  'yl,620  a  year.   Stenographers,  clerks,  interviewers, 
rccuptionists,  consiilt  ants,  and  monitors  are  employed  on  a  temporary 
basis  v/hen  needed.   The  merit  system_  supervisor  was  selected  from  a 
list  of  applicants  examined  by  the  council  and  certified  to  the 
heads  of  the  three  agencies  served.   The  selection  v/as  made  through 
agreem.ent  of  the  heads  of  these  three  agencies  and  appointment  by 
the  governor. 

Need  for  a  Central  Personnel  Agency:   It  is  a  matter  of 
good  business  to  have  the  personnel  affairs  of  any  large  employer 
attended  to  bj  a  specialized  central  agency  in  ways  calculated  to 
insure  that  the  highest  practicable  value  is  returned  for  the  expen- 
ditures for  persons-l  service.   Highest  values  are  secured  where  uni- 
form policies  are  effectively  applied  in  such  ways  as  to  insure 
rates  of  compensation  and  working  conditions  th^a.t  encourage  the  en- 
rance  to  the  service  of  the  persons  best  fitted  for  the  v^ork  and 
their  retention  in  the  service  and  encouragement  to  devote  their 

st  efforts  to  their  work.   By  such  mtins,  and  by  such  means  only, 
jean  a  large  employer  insure  getting  anyv/hcre  near  full  value  for  his 
luonoy  expended  for  personal  So-rvices. 

It  is,  m  fact,  vastly  more  important  that  good  business 
principlv^s  and  procedures  be  applioc'i  to  personnel  transactions  than 
that  such  principles  ajad  practices  be  given  effect  elsev/here.   Two- 
thirds  or  miore  of  the  expenditures  of  any  large  government  organiza.- 
tion  aru  for  personal  services.   The  opportunities  for  waste,  and 
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even  fraud,  are  greater  rather  than  less,  and  the  available  nafe- 
gUi-.rds  a"'^e  harder  to  apply. 

Furtherinore ,  pract  j.oa].ly  all  other  expend! trires  are  depend- 
ent xor  their  effecoivene^s  on  the  quality  of  the  personal  services 
ron-'ored.   -.^ost  institutions  and  offices  are  maintained  prlnai'ily  as 
wor^clng  places  for  the  rendering  of  personal  services,  and  supplies 
and  r,iatc:.'ials  are  purchased  principally  for  use  in  the  rendering  of 
such  s;jrvicc3.   All  these  derive  their  whole  value  from  the  effective- 
ness witii  vmich  they  are  used. 

It  should  rtcr.iire  no  proof  that  uniforn  policies  and  pro- 
cedures of  general  application  to  all  branches  are  desirable  ija  any 
large  enterprise,  in  matters  of  general  administration.   This  is 
particularly  true  m  relation  to  matters  of  personnel.   If  e:;iployes 
in  one  unit  are  paid  at  higher  rates  than  like  employes  m  another, 
v/ori-:  shorter  hoiirs,  or  are  allowed  more  extended  absences  and  vaca- 
tions, for  example,  the  employes  of  the  second  unit  would  be  justl- 
fio-d  in  a  feeling  of  unfair  discrimination  against  them.   Such  con- 
ditions have  an  undermining  effect  on  the  :^iorale  of  the  workers, 
lurthermore,  a  central  personnel  agency  can  serve  all  the  operating 
agencies  at  little  :,iore  expense  than  that  required  for  a  personnel 
agency,  of  ecu.al  standard,  for  one  of  the  larger  departments. 

Various  Types  cf  Personnel  Agencies:   The  most  usual  type 
cf  central  personnel  authority  is  that  commonly  called  a  civil 
s'jrvice  corjmission,  composed  of  lay  m.embers,  invested  v/ith  independ- 
■  r.t  authority  to  stand  as  lunpires  upon  the  side  lines,  as  it  were, 
md  to  tell  the  adiiiinlstrative  authorities  what  they  can  do  a;r}d 
what  they  cannot  do,  v/lth  regard  to  appointments,  removals,  and 

other  ];iatters  relating  to  their  employes,  following  the  pattern 
"avored  by  the  original  reform,  groups.   Results  ranging  from,  poor  to 
'aj.rly  good  have  resulted  from  this  type  of  regulatory  control, 
lirore  coimnonly  than  not,  the  lay  members  have  felt  it  incumxbejat  upon 
themselves  to  occupy  themselves  actively  with  the  detailed  routine 
of  personnel  administration.   Untrained  as  they  usually  are,  they 
have  often  m.ade  a  sorry  mess  of  it,  though  in  a  few  instances  they 
have  been  wise  enough  to  provide  an  e.xecutive  v/ith  a  suitable  back- 

:'0\:.nd  of  training  and  G?:perience  to  conduct  the  routine  of  admirals - 
tration.   Such  executives  have,  however,  but  rarely  beej*  vested  with 
sufficient  po\.'ers  to  keep  the  boai-d  members  from  interfering  with 
detrimental  effect. 

Ijr;  m3jt;y  cases  ^  civil  service  administration  under  the  com- 
mission form,  cf  orgariizatxon  has  tended  to  settle  down  into  a  sort 
of  blind  following  of  rather  arbitrary  and  bureaucratic  ru.les,  wath- 
out  vision  as  to  the  broader  purposes  to  be  accomplished,  or  grasp  of 
the  practical  needs  of  the  operating  depart.ments .   As  a  result,  the 
co'..jiiis3::.ons  have  come  to  be  looked  upon  by  m.osf  executives  as  handi- 
caps.  They  have  been  thoiight  of  as  being  v;ithout  interest  in,  or 
concern  for,  the  success  of  the  adp.-.ini  strati  on  of  the  affairs  of  the 
operating  departm.ents  and,  by  their  independent  status,  responsible 
to  no  oni^ .   Their  principal  business  has  been  conceived  of  as  that  of 
thro'.;ing  obstacles,  by  means  of  arbitrary  rules  and  decisions  UAr^^lat- 
ed  to  needs,  xfx   the  v/ay  of  business  execi:.tivvjs  v/ho  3.re  trying  to  get 
things  done . 


■±o  so:\ic  extent,  in  3 one  jurisdictions,  those  impressions 
have  been  justified.  But,  r.t  the  worst,  the  coranissions  have  accom- 
plished much  !;:,ood  in  checking  the  deleterious  effects  of  spoils 
politics  upon  the  p\:.blic  service,  and  in  establishing  sorae  measure 
of  insvirance  that  appointees  v.'ill  have  adecuate  qualifications  and 
that  there  v/ill  be  a  consistent  policy  and  an  orderly  procedure  in 
er.iplo^rr.ient  natters  in  general. 

Of  recent  yeai-s,  a  new  conception  of  public  personnel  ad- 
Liinistration  has  been  devolorjing.   By  its  light,  jjersonnel  acLiinis- 
tratlon  is  loc-kcd  upon  fneroly  as  one  of  the  aspects  of  bu^xness  ad- 
ministration like  budgeting  or  financial  control  or  central  purchas- 
ing.  Good  central  personnel  adiuinistration  is  regarded,  in  this 
vie'./,  as  a  neans  of  rendering  a  typo  of  specialized  service  to  op- 
era bing  officials  that  they  are  not  ordinarily  equipped  to  render 
for  thenselvt-s  and  could  not  equip  theraselvcG  to  render,  to  equal 
advantage  at  loast,  .'athout  undue  duplication  of  specialized,  staffs, 
it  IS  looked  upon  also  as  a  ueans  of  carrying  out  uniforn  general 
policies  that  could  not  be  given  effect  vjith   the  personnel  function 
I'.ividod  up  among  the  si.:'veral  operating  units,   ii^or.a  such  a  point  of 
viev;  the  personnel  f^onction  is  one  to  be  regarded  in  a  public  serv- 
.:cc  much  as  it  is  in  a  larg^  private  undertaking,  v;here  personnel 
activities  are  often  found  entrusted  to  a  ranking  official  such  as 
e::ecutive  vice-president,  or  co:^:ibined  with  related  financial  activi- 
ties in  a  service  or  "housekeeping''  department  rendering  services  to 
the  operating  departenents  and  exercising  controls  to  see  that  gener- 
al policies  prescribed  from  above  are  carried  out.   This  is  essen- 
tially the  "lodern  viev/point  of  the  personnel  function  in  public  as 
\i.'oll  as  in  private  business. 

v.'ith  the  develop:nent  of  this  business  point  of  view  in 
personnel  matters,  there  has  arisen  what  amounts  practically  to  a 
nev;  profession  of  specialized  personnel  administrators,  trained  and 
^.experienced  in  developing  and  applying  the  best  techniques  to  per- 
iiOAnsl  problems. 

Place  of  a  Central  personnel  Agency  in  the  State's  Organi- 
zation;  ---ssiii^iing  a  need  for  a  central  prersonnel  agency  and  assuming 
"^hat  the  personnel  agency  should  not  be  a  commission  type  of  agency 
but,  rather,  that  personnel  activities  should  be  m.ade  the  rospcnsi- 
bility  of  a  personnel  officer,  the  question  arises  as  to  where  in 
the  state's  organization  the  personnel  officer  and  his  staff  should 
be  placed.   Two  possibilities' are  apparent:   (l)  the  personnel 
agency  might  be  established  as  an  independent  department  of  the 
state"  goverm.ient  with  its  head  appointed  by  and  responsible  directly 
to  the  governor,  or  (£)  the  personnel  agency  might  be  established  as 
a  part  of  another  "housekeeping"  department  of  the  state  government 
with  the  head  of  the  personnel  agency  responsible  directly  to  the 
department  head  and  through  this  latter  officer  to  the  governor.   in 
another  reraort  of  this  series  of  reports,  a  proposal  Is  --lade  for  the 
establishment  of  a  department  of  finance  to  have  charge  of  budgeting, 
pr^-auditing,  accounting,  purchasing,  and  other  matters  of  financial 
ada.iinistration.   Personnel  admiinistration  is  zc   closely  related  to 
"che  various  processes  of  financial  administration  that  it  can  be  made 
r  part  of  the  work  of  a  department  of  finance  to  much  advantage. 
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Y/hll3  thei'-.  ^re  plenty  of  reason  why  it  inight  be  desirable 
to  establish  a  sepaxT.te  criencj ,    it  would  seem  under  existing  condi- 
tions in  Montana,  that  a  centr:-.l  personnel  agency  should  be  estab- 
lished as  a  unit  xn   the  proposed  department  of  finance. 

'whether  or  not  it  v/ill  be  necessary  for  the  state  to  con- 
tinue to  i^ip.intam  the  joinu  uerit  system  council  separately  as  a 
neans  of  obtaining  federal  grants  will  depend  upon  the  extent  to 
vrhich  the  iicrit  principle  prevails  in  the  operation  of  the  central 
personnel  agency.   As  pointed  out  elsev/here  in  this  report,  the  cen- 
tral poi"-sonnel  agency  may  accomplish  varying  degrees  of  results  lj\ 
good  business  adiuinistration  depending  upon  the  policies  followed 
in  adopting  the  more  desirable  administrative  devices  in  accordance 
with  the  merit  principle.   These  several  policies  and  devices  are 
discussed  in  the  pages  that  follow. 

Instri-uiiontaliti'-s  of  Personnel  -■■drranlstration t 

The  Plac e  of  V an ou s  T ools  of  Personnel  Adrainlstration : 
Several  tools,  or  Tnotrurientaliifies ,  of  personnel  adjnini  strati  on  are 
listed  earlier  in  this  report.   Briefly,  they  are:   classif  icat:  c;:; 
of  positions;  co?:ipensation  plan;  service  rating  system;  retirement 
system;  and  various  standards,  procedvires,  tecliniques,  forms,  and 
records . 

While  these  are  all  integral  parts  of  any  complete,  well- 
rounded  personnel  system,  some  of  them  can  be  used  with  a  fair  de- 
gree of  effectiveness  without  the  adoption  of  any  of  the  :.'iore  con- 
troversial parts  of  such  a  system.   For  example,  it  is  not  necessary 
to  have  any  formal  s;^stem  of  bompotitive  entrance  exp.mi/;ations  or 
any  restrictions  on  removals  of  employes  in  order  to  secure  a  large 
part  of  the  benefit  to  be  derived  from  the  classification  of  posi- 
tions and  the  use  of  an  equitable  compensation  plan.   To  a  lesser 
extent,  oven  a  service  rating  system  is  worthv/hilc  without  any  of 
the  traditional  "civil  service"  restrictions.   These  three  subjects 
are  discussed  in  detail  in  subsoment  ijages.   Retirement  is  discuss- 
ed in  connection  with  the  various  m.othods  of  separation  of  em.pleyes 
from  th^  service. 

The  need  for  the  classification  of  positions  ir  the  state 
service  and  for  the  aoplicatio/i  to  such  classification  of  a  compen- 
sation plan  is  second  only  to  the  need  for  some  agency  to  adniijr}.ister 
personnel  matters. 

Clasoif ic^.tion  of  Positions:   -"'■educed  to  slm.ple  terras, 
classification  of  positlolis  means: 

1.  Finding  out  v;hat  different  kinds  or  "classes"  of  positions 
or  occiipations  there  are  in  the  service  v/hlch  call  for 
different  treatr/ient  in  personnel  administration. 

2.  Defining  and  making  a  record  of  the  ''classes"  found  and  al- 
locating to  each  class  the  particular  positions  that  are 
found  to  be  of  that  "class''  on  the  basis  of  the  duties  in- 
volved. 
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In  general,  it  ma^'  be  said  that  the  priinary  object  of  a 
clsssixicaticn  of  positions  is  to  furnish  a  means  of  adriinistration 
that  v.'ill  ;nahe  it  possible  to  deal  uniformly  with  like  positions, 
and  consistently  v;ith  tiaose  unlike,  according  to  definitely  estab- 
lished policies  an-:':  procedui'es  in  personnel  ir^tters.   To  insure 
equity  and  fairness* among  employes,  among  the  several  agencies  of 
the  state  government,  between  each  emploj'e  and  the  state  as  an  QiiT-- 
ployer,  and  between  the  employer  on  the  one  hand  and  the  taxpayi^g 
public  on  the  other,  there  must  be  a  satisfactory  basis  for  the  ap- 
plication of  such  self-evident  principles  as  that  there  should  be 
''like  pay  for  like  work  under  like  conditions,''  and  that  appoint- 
ments, increases  in  pay,  and  promotions,  should  be  made  in  accord- 
ance v/ith  sound  and  uniform  policies  and  procedures. 

Specifically,  a  good  classification  of  positions  as  de- 
fined above,  has  num.erous  pr^xtical  uses  to  which  it  can  be  put  with 
a.dvantage  to  all  the  o.^encies  concerned  in  adiiiinistration.   It  pro- 
vides a  clear-cut  systez-;!  of  terminology  under  which  a  given  title 
can  be  iised  always  to  mean  juct  one  kind  of  position.   It  makes  the 
exact  m.eanings  clear  by  v/ritten  definitions.   Its  standardized 
nomenclature  can  do  just  as  much  toward  fa.cilitating  employment 
transactions  as  similar  standardlz?.tion  has  accomplished  in  fsxili- 
tating  commercial  and  engineering  transactions  where  accepted  terms 
for  grades,  m.easurementc ,  styles,  and  units  have  been  established. 

V/ith  the  e:cception  of  classification  plans  adopted  by  the 
three  agencies  served  by  the  joint  merit  system  council,  the  state 
of  I.iontana  has  no  well-defined  classification  of  the  positions  in 
its  service.   Many  positions  v;ith  the  sam.e  duties  are  called  by 
different  titles  and  have  v/idely  varying  salary  ranges.   Other  posi- 
tions have  the  sam.e  title,  but  the  duties  involved  are  dissimilar. 
Even  the  plans  of  tha  throe  agencies  v/hich  have  classified  their 
positions  \70uld  bear  considerable  Improvement. 

The  utter  impossibility  of  dealing  v^flth  each  single  posi- 
tion and  coriiparing  it  individually  with  every  other  one  of  hundreds 
in  the  service  v/henever  any  question  com.es  up  for  consideration,  is 
obvious.  The  results  of  ci.aing  this  or,  v/hat  happens  more  often,  of 
failing  to  make  any  comparisons  at  all,  can  only  result  in  incon- 
sistonc;-,  unfairness,  discrim.lnation,  and  timo-consuming  struggles 
with  special  eases. 

The  state  should  cause  the  duties  and  responsibilities  of 
the  positions  in  its  service,  and  the  consequent  qualification  re- 
quireiuunts,  to  be  detorminod.   vvhen  two  positions  involve  duties 
and  rospcnsibiliti'c  c  that  call  for  substantially  the  sam.e  qualifica-i 
tions  in  om.ployvjs  competent  to  fill  them,  they  should  bo  treated  as 
being  in  the  sair.o  class;  otherv'ise,  they  should  be  treated  as  bei^ 
in  different  classes.   The  class  of  a  position  is  thus  determined 
objectively,  ".vithout  any  reference  to  the  qualifications  that  the 
incumbent  may  possess  or  lack  at  the  time  the  classifying  is  done. 
These  personal  factors  are  intended  to  be  taken  into  account  ijrj  de- 
termining the  rate  of  pay  of  the  incumbent  within  the  range  of  the 
scale  of  pay  established  for  the  class,  as  explained  later.   '.Vhe^ 


every  posxticn  has  been  allocated  to  its  appropriate  class,  each 
such  class  v/ill  consist  of  all  positions  which  are  sufficiently 
alike  to  he  called,  by  the  same  descriptive  title,  accorded  the  same 
seal. 3  of  pay  under  like  conditions,  and  filled  "by  persons  of  the 
sane  qua  I j. f  i c&.  ti  ons . 

The  ''classification  plan''  should  consist  of  all  the  class- 
es in  the  vmole  service  taken  together,  each  class  being  represented 
by  a  distinct  kind  of  ernployraent  which  differs  from  every  other 
class  in  the  duties  and  responsibilities  involved.   The  pilan  as  a 
whole  should  bo  designed  to  provide  an  appropriate  place  to  which 
each  ponition  in  the  service  can  be  alloca.tod.   The  titles  of  the 
positions  used  to  dosigna.tu  the  various  classes  should,  so  far  as 
it  is  found  practicable,  indicate  the  relationships  anong  the  vari- 
ous classes  with  respect  to  one  another. 

i^ach  cla.?.3  in  the  plan  should  bo  described  by  moans  of  a 
ivritten  "definition"  (often  called  ''specification,'')  intended  to 
give  clarity  and  precision  to  the  title  of  the  class  by  indicating 
the  scope  of  the  class  and  ho'.v  it  is  distinguished  from  other 
classes.   This  should  be  done  by  the  definition  in  terms  of: 

1.  The  essential  aistinctive  nature  of  the  duties  character- 

istic of  positions  of  the  class,  usually  illustrated  by 
examples . 

2.  The  minimum  qualifications  considered  to  be  essential  t» 

fit  an  applicant  for  entrance  to  a  position  of  the  class. 

KiC  definitions  should  be  deecriptive  rather  than  regulatory  ifi 
character.   They  should  define  and  not  prescribe. 

It  should  be  remembered  that  jno  classification  plan,  how- 
ever sound  in  the  beginning,  can  be  expected  to  remaiji  so  for  very 
long  without  adequate  provision  for  its  current  revision  to  keep 
pace  with  changes  in  the  positions  m.a.king  up  the  service.   No  such 
plan  can  be  expected  to  serve  as  an  adequate  tool  of  adiriinistratioji. 
unless  provision  is  made  for  its  use  as  such  a  tool  by  means  of  ade- 
quate organization  and  procedures  for  its  application  and  continu- 
eus  administration  to  accoi'.iplish  the  purposes  it  is  intended  to 
servo . 

Compensation  Plan:   A  compensation  plan  is  the  scale  of 
rates  of  corapensation  prescribed  for  all  classes  of  positions  in  the 
service.   If  the  compensation  plan  is  to  be  an  integrated  and  stand- 
ard plan,  it  must  bo  based  upon  an  adequate  classification  plan  a^ 
one  that  is  designed  to  give  effect  to  the  principle  of  like  pay  for 
like  cmployinent  under  like  conditions,  with  suitable  differentials 
in  pay  for  differences  m  the  difficulty  and  responsibility  of  the 
service  rendered.   If  the  coitipensation  plan  is  not  based  on  an  in- 
tegrated and  standard  classification  plan,  t:-erc  cannot  be  a  com- 
plete application  of  the  i^rinciplus  of  equity,  fairness,  and  uniform- 
ity. 
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In  kon-'cana,  the  i'?.tes  of  pay  for  posit-.ons  in  the  state 
service  are  de terra  nscl  by  a  variety  of  methods  and  ty  a  large  n^junber 
of  independent  adninistrr.tive  a-athoritles  acting  in  belialf  of  their 
ov;n  agenciep,  plthough  the  t;overnor  is  reqi-iired  by  law  to  pass  on 
■r.ost  of  the  rate?  before  they  go  into  effect.   Many  salaries,  even 
these  of  Minor  clei'ic::.].  positions,  are  fized  by  lav;.   With  the  ex- 
ception of  the  compensation  plans  found  in  the  three  agencies  served 
by  the  joint  raerit  system  council,  there  is  no  sound  or  syster.iatlc 
devic:;  for  determining  rates  of  pay  on  an  eoui table  basis.   Even  in 
the  cases  of  the  agencies  served  by  joint  merit  system  council,  the 
compensation  plans  arc  not  uniform. 

The  absence  of  adequate  classification  and  compensatiq/^ 
plans  not  only  result  in  inequities  among  eiiiployes  but  also  mahc-  the 
problem  of  budgeting  er.tremely  difficult.   State  officers,  ifi  mahijng 
budget  requests,  have  no  me<\ns  of  specif ying, by  the  use  of  propter 
titles  ano.  7/itbout  further  elaboration,  just  the  positions  v/hich  they 
th^nk  ."ire  needed.   The  budge t-rii:-'.hing  authorities  and  the  members  of 
the  legislative  asscjiibly  v;ho  are  called  upon  to  make  appropriations 
have  no  standards  to  enable  them^  to  understand  exactly  what  kinds  of 
positions  are  being  requested  and  -.vhether  or  not  the  amounts  re- 
quested for  s^.laries  are  fair  and  reasonable  in  relation  to  the  du- 
ties and  responsibilities  to  be  assigned. 

The  general  requirements  that  a  compensation  plan  should 
laeet  are: 

1.   That  it  be  in  a  for;';  to  permit  its  practical  application. 
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be  er.ii table  in  its  provisions  with  respect  to  the 


interests  both  of  the  employes  and  of  the  taxpayers. 

The  first  of  these  requirements  is  met  if  the  plan  makes  it  ncsslblp 
to  deteriaine  readily  the  proper  compensation  for  any  tyrpe  o2    service, 
for  any  position,  and  for  an^'-  individual  employe. 

The  second  requirement  is  met  if  the  plan  provides  rates 
of  pay  that  ere  right  and  just,  that  take  into  account  the  import- 
ance and  the  difficulty  of  the  service  that  is  involved  i*i  the 
respective  positions,  that  recognize  the  relationships  between  the 
value  of  such  service  and  those  of  other  positions  iji  the  same  ge/j- 
eral  line  of  v/ork  regardless  of  agency  lines,  that  uniformly  apply 
8.   consistent  policy  of  relationship  to  the  general  salary  and  v/age 
levels  for  sim.ilar  v-;ork  in  private  employment,  and  that  ma^ce  it 
possible,  in  some  practical  vfay,  to  recognize  the  difference  betv/ee/i 
the  value  of  the  service  of  an  employe  at  the  time  of  his  appoi;rit- 
ment  and  after  he  has  become  familiar  with,  and  experienced  i;:;,  the 
specific  work  of  his  position. 

Each  scale  of  pay  should  include  a  minimiom  rate,  intended 
to  be  the  entrance  rate  for  the  class  and  to  be  considered  the  low- 
est rate  that  any  eiiiploye  ought  to  be  paid  for  performing  the  vrork 
of  the  class,   h'ach  scale  of  pay  should  also  include  a  maximtim  rate, 
meant  to  be  the  highest  rate  that  anyone  engaged  on  the  v;ork  of  the 
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class  ought  to  be  paid.   The  relative  levels  are  meant  to  express 
the  value  placed  uyon  the  v/ork  of  the  class  v/ith  relation  to  the 
values  placed  upon  rhe  work  of  other  classes.   Each  scale  should 
also  include  one  or  more  intermediate  rates. 

The  rates  of  compensation  above  the  minimuia  in  each  scale 
should  be  reserved  for  application  as  rewards  for  raoritoricus  per- 
formance of  the  duties  of  a  position  of  the  class.   For  tiiis  reaso;^, 
any  provision  by  rule  or  custom  through  which  advances  from  rate  to 
rate  come  to  be  regarded  as  more  or  less  automatic,  to  bo  treated 
by  the  employos  as  matters  of  right,  negates  the  v/hole  idea  and 
purpose  of  ranges  of  pay  provided  by  the  scales.   No  increase  should 
be  made  in  any  case  except  on  a  positive  showing  that  it  has  becji 
earned  by  the  actual  performance  of  services  of  a  superior  quality. 
A  well  planned  system  of  service  ratings,  as  outlined  later  in  this 
report,  is  the  most  desirable  basis  for  such  increases  and  is  valu- 
able in  numerous  other  wa7/s .   Even  in  the  absence  of  such  ratings, 
no  increase  in  pay  should  be  allov;ed,  except  oxx   the  recoi-nmejidatiwi 
of  the  responsible  administrator,  subject  t«  check  aAd  roviev;,  cm- 
bodying  his  positive  certificate  .that  the  increase  is  merited  and 
the  reasons  therefor. 

r^urthormoro,  it  is  desirable  that  the  compensation  plan 
should  cover  all  offices  and  places  of  employraent,  in  order  that 
I  they  may  be  duly  related  to  each  other.   For  this  purpose,  if  no 
other,  all  positions,  statutory  or  otherwise,  should  be  included  in 
the  classification  plan,  though  single  rates,  rather  than  scales 
v/ill  have  to  apply  to  some  ranking  offices.   In  this  coj^j^ection,  it 
v/ould  be  desirable  that  all  statutory  salaries  be  abolished,  with 
the  exception  perhaps  of  those  of  a  fev;  major  officers,  in  order 
that  suitable  relationships  may  be  established  and  maintained  as 
conditions  change.   The  legislative  assembly  rarely  has  all  the 
facts  before  it  in  establishing  salaries  by  statute.   Furthermore, 
vfiien   economic  conditions  change,  it  is  hard  to  change  the  salaries 
established  by  statute  to  adapt  them  to  the  new  conditions.  Jjt^ 
abolishing  statutory  salaries,  the  legislative  assembly  -.vould  not 
lose  its  rightful  control  over  salaries  paid  to  employes.   Its  ap- 
proval of  the  compensation  plan  would  still  bo  necessary  to  give 
the  plan  effect.   It  would  also  have  a  chance  to  review  the  workyo^ 
of  both  the  classification  and  compensation  plans  periodically  iji 
[connection  with  each  budget  presented  for  its  action.   It  would  also 
jhave  the  opportunity  of  reviewing  these  plans  in  connection  with 
^current  and  special  audits  and  investigations  to  see  that  they  have 
jbeon  applied  in  accordance  v/ith  the  legislative  intent.   In  additipr^ 
it  would  be  in  a  position  to  incorporate  in  the  appropri?.tlji^  aots 
or  in  separate  legislation  any  specific  requirements  t«  correct  con- 
ditions mot  to  its  liking  or  to  prescribe  any  policies  desired. 

Service  Rating  System; 

The  importance  and  uses  of  an  effective  service  rating 
system  are  brought  out  with  considerable  dcflnitencss  at  different 
points  in  this  report  to  which  they  apply.   As  so  brought  out,  the 
stajB-dards  of  quality  of  service  and  the  procedures  that  can  be  pro- 
vided by  a  service  rating  plan  so  designed  and  administered  as  to 
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give  positive  indication  of  the  relative  merits  of  individual  en- 
ployes,  would  afford  an  objective  "basis  for  determination  of  3i\ch 
natters  as  elifiibility  for  salary  increases,  value  of  experience  in 
rating  that  factor  i.  promotion  tests,  relstive  order  of  layoff  and 
reei-.plojTient,  eligibility  for  reinstatement  and  reemplo2,nnent,  oc- 
casi-'^n  for  corrective  action  by  means  of  salary  reductions,  demo- 
tions, rstircnonts  and  removals,  desirability  of  transfers  of 
individuals,  and  extent   of  losses  of  g«od  employe  material  by 
resignation. 

The  results  of  experience  in  th-^  development  of   service 
rating  systems  have  not  been  all  ^'.'■'^t   could  ^-^ave  be  ^n  do::ircn.   This 
is  disappointing  because  the  principle  involved  is  so  3oi.ind  that 
there  is  little  room  for  valid  objection  to  it. 

It  should  require  no  arguanent,  for  example,  to  establish 
the  fact  that  the  results  of  even  the  simplest  possible  for.n  ff 
s^i^stematic,  periodic  ratings  are  more  dependable  3S  bases  of  actio^x 
in  employment  transactions,  than  the  one-tim.e  judgment  of  even  th^ 
best-intentioned  administrator.   Such  a  judgment  "under  the  guns" 
as  it  Y/ere,  v;hen  a  promotion,  salary  increase,  or  other  emplo;;,Tncnt 
change  is  to  be  made,  is  affected  by  the  chance  imxpresslcns  of  the 
m.oment,  and  may  involve  'onconscious  bias  resulting  from.  chanc«  im.- 
pressions  based  on  trivial  incidents,  and  complete  ignoring  or  be- 
littling of  individuals  or  faotors  that  do  not  happen  to  be  foremost 
in  mind  at  the  moment.   Thus  a  system  so  simple  as  to  involve 
nothing  more  than  the  periodic  recording  of  judgments  as  to  the 
relative  m.crits  of  all  the  employes,  v/ith^ut  analysis  of  the  judg- 
"iionts  into  separate  factors,  and  the  averaging  of  the  recorded 
p'-.tings  for  a  considerable  period,  is  likely  to  provide  a  more 
reliable  basis  for  com.parison  of  records  of  individuals  v/hen  a 
; alary  increase  or  promotion,  or  other  personnel  change  is  to  be 
v.ade,  than  the  best-int cntioncd  judgment  formed  at  that  one  tine. 
But  much  more  effective  systems  of  providing  dependable  records  of 
the  value  of  service  of  em.ploycs  have  been  developed.   Numerous  such 
s--stcm.s  have  boon  tried  in  different  services  at  different  times, 
usually  v;ith  considerable  glamour  of  success  for  a  while,  fpllowed 
by  disappointing  reactions.   The  systems  almost  Invariably  tep^  to 
fall  Into  a  perfunctory  rut  and  gradually  to  lose  v;hatever  tf  orn- 
fidoncc  they  earned  at  the  start,  and  thus  to  be  allowed  to  fade 
into  disuse. 

But  the  fact  that  any  number  of  such  systems  involving 
different  variations  have  operated  successfully  for  considera'-ila 
eeriods  seems  to  demonstrate  conclusively  that  rating  systems  oan 
be  m.ade  practical  and  dependable.   The  correct  inference  seems  to 
be,  not  that  service  ratin.'?  systems  do  not  work,  but  rather  that 
ley  fail  when  those  responsible  cease  to  work  them  and  leave  them 


operate  themselves. 
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One  of  the  primary  requirements  of  any  service  rating 
systen  that  is  to  give  any  results  of  value  is  central  administra- 
tion to  see  that  the  system  is  follovifed  by  the  different  rating  of- 
ficers, that  uniform  standards  are  consistently  applied,  and  that 
any  necessary  revisions  in  the  system  of  ratings  are  nade.   This  is 
the  point  at  ^Afliich  the  systems  usually  fall  down.   The  central  ad- 
ministration becomes  loose,  rating  officers  lose  interest,  the 
ratings  become  perfunctory  and  unreliable. 

It  is  hoped  that  the  desirability  and  importance  of  pro- 
viding an  effective  service  rating  system  for  Montana  can  be  clearly 
shown  in  this  report. 

No  formal  system  of  individual  service  ratings  has  been 
found  in  the  service  of  the  state  in  connection  i^/ith  the  study  on 
v/hich  this  report  is  based,  except  in  the  unemployment  compensation 
coiTiiiiission.   The  system  v/hioh  has  been  in  use  there,  however,  has 
not  yielded  satisfactory  results  and  has  virtually  been  discarded. 
The  joint  merit  system  council  hopes  to  install  systems  of  service 
ratings  in  the  three  agencies  v/hich  it  serves  at  some  future  date. 
Throughout  the  state  service,  the  common  practice  of  oassing  upon 
the  merits  of  employes  in  cases  of  salary  increase,  promotion, 
transfer,  layoff,  removal,  and  the  like,  is  to  rely  on  the  memory 
and  cuj^rent  impressions  of  the  superior  officer. 

There  are  many  available  systems  of  rating  that  could  be 
applied  directly,  or  adapted  for  the  purposes  of  a  general  system 
of  ratings  for  the  service  cf  r.Iontana,  and  that  could  be  made  to 
give  successful  results  if  properly  administered.   The  authors  of 
this  report  are  no  more  interested  In  one  than  another,  except  from. 
the  standpoint  of  seeing  the  best  possible  results  secured.   One 
that  has  been  developed,  tested,  and  refined  to  perhaps  a  .-.uch 
greater  extent  than  any  other,  and  has  received  a  much  greater 
degree  of  acclaim  for  getting  reliable  results  in  actual  practice, 
is  covered  by  a  copyright  and  is  available  only  on  a  corimercial 
basis. 

Standards,  Procedures,  F»rms,  and  Tecliniques:   A  consider- 
able body  of  what  might  be  regarded  as  more  or  less  standard  practice 
has  resulted  from  the  experience,  the  research,  CLnd  the  experimenta- 
tion, of  personnel  agencies  that  have  been  in  operation,  and  indi- 
viduals and  organizations  that  have  specialized  in  consiilting  and 
research  work  in  the  personnel  field.   This  material  consisting  of 
practical  and  effective  standards,  procedures,  techniques,  forms, 
and  records,  is  available  tp   be  drav;n  upon  for  use  in  constructing 
a  system  for  concrete  application  in  a  particular  jurisdictien  ac- 
cording to  the  particular  policies  and  requirements  thpt  are  Ao- 
cided  upon.   It  v/ould  be  fruitless  to  attempt  to  catalog  the  par- 
ticular items  and  adaptations  that  have  been  made  to  serve  specified 
purposes  and  to  accomplish  particularized  results  in  detailed  ways 
appropriate  to  the  system.s  as  applied  in  different  jurisdictions. 
It  is  enough  to  point  out  that  to  a  personnel  specialist  suff icientl-j 
fam-iliar  with  personnel  principles  and  requirements  to  be  capable  *tf 
developing  an  effective  system,  a  wealth  of  such  material  is  avail- 
able- for  adaptation  and  can  be  drav/n  u'oon. 
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Authorization  and  Control  over  Establishment  of  Positions; 

Original  Authorization;:  The  determination  of  what  posi- 
tions should  exist  in  any  service  is  primarily  a  matter  of  general 
administration,  not  directly  involved  in  personnel  administration 
as  such.   But  it  does  involve  some  factors  of  personnel  adi'iinistra- 
ti»n  and  calls  for  sincere  cooperation  of  the  budget,  personnel, 
and  administrative  authorities  if  effective  results  are  to  "be  se- 
cured in  providing  the  service  with  just  the  kinds  and  numbers  of 
employes,  at  the  right  rates  of  pay,  that  are  needed  to  perform 
tasks  that  are  necessary  and  proper. 

The  budget  officer,  as  a  part  of  his  regular  budget  work, 
should  pass  upon  requests  for  positions,  and  should  make  such 
changes  as  he  may  deem  warranted  in  numbers  and  kinds  of  positions 
requested,  by  way  of  suggestions  to  the  Governor  in  making  budget 
recomriiendations  to  the  general  assembly.   The  sum  total  of  the 
amounts  requested  f«r  the  several  positions  in  any  agency,  as  sq 
revised,  should  be  Included  in  the  draft  of  a  proposed  appropriatif c 
act  to  be  recoinmended  by  the  Governor. 

Statutory  provision  for  payment  for  individual  positions, 
or  for  continuing  appropriations  or  payment  from  dedicated  revenues, 
is  objectionable.   Statutes  providing  for  these  things,  and  those 
authorizing  various  administrative  officers  to  fix  rates  of  oay, 
should  be  repealed. 

Adoption   of  the  basic  principles  set  forth  in  the  report 
of  this  series  on  financial  administration  would  give  Montana  the 
foundation  for  such  a  budget  procedure. 

Control  Over  Expenditujas  for  Personal  Services;  The 
carrying  out  of  budget  plaiis,  as  authorized  by  appropriations,  and 
control  over  personal  service  expenditures  for  compliance  with  the 
provisions  of  the  personnel  system  as  v/ell  as  those  of  the  finan- 
cial system  in  general,  could  best  be  assured  by  incorporating  the 
necessary  checking  In  conjunction  with  the  preaudit  proced\ire  sug- 
gested in  the  report  of  this  series  on  financial  administratic^. 

After  necessary  legislation  has  been  enacted,  the  ap- 
pror)riations,  and  likewise  any  special  statutory  provisions  pur- 
porting to  fix  titles  or  rates  of  pay,  should  not  be  regarded  as 
I  mandates  to  spend  the  amounts  represented  by  the  appropriatiofis,  or 
by  any  items  of  the  detailed  estimates  on  which  the^  appronrlations 
are  based,  or  to  observe  the  titles  and  rates  specified  rcgandless 
of  the  true  nature  of  the  actual  positions.   Instead  they  should  be 
regarded  m.orely  as  authorizations  to  establish  positions'  appropriate 
to  such  titles  and  rates,  and  to  expend  not  to  exceed  such  amounts 
as  are  represented  by  the  appropriations  and  supporting  estimates, 
for  positions  of  kinds  actually  existing,  or  necessary^'to  accomplia^i 
the  purposes  for  which  the  appropriations  arc  provided. 
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Included  among  the  restrictions  and  procedures  in  connec- 
tions v;ith  such  s  plan  should  be  requirements  for  positive  official 
action  to  establish  each  position  and  to  determine  its  class:  for 
selection  and  induction  of  each  employe  into  the  Dosition  in  an  ap- 
propriate, authorized  ^vay;  for  the  fixing  of  the  rate  of  pay  of 
each  employe:  and  for  positive  reports  of  service  actually  per- 
formed and  leaves  of  absence  officially  granted.   All  siich  proce- 
dures should  be  diily  audited  before  any  employe  can  be  paid  for  any 
period  of  service.   Records  of  all  such  facts,  duly  certified  by 
the  administrative  authorities  concerned,  should  be  kept  centrally 
as  the  basis  for  audit  of  the  payrolls. 

Individual  positions  should  be  created  by  action  of  the 
heads  of  the  budget  units,  vrho    should  report  the  intended  duties 
of  each  and  request  the  allocation  of  each  position  to  its  appro- 
priate class  in  accordance  therewith.   The  personnel  officer  should 
thereupon  make  such  investi,::ation  as  might  be  called  for,  and  al- 
locate the  position  to  its  appropriate  class,  v/hich  would  fix 
automatically  the  scale  of  pay  applicable  under  the  compensation 
plan.   The  specific  rate  of  the  scale  that  would  apply  in  the  case 
of  the  individual  employe  should  be  fixed  according  to  rule  pro- 
viding, .::ref  erably ,  for  original  appointments  at  the  ninimiju-p.s ,  for 
transfers  and  reinstatements  at  rates  no  higher  than  the  employes 
last  received,  etc. 

Under  such  a  procedure,  there  would  be  no  need  for  the 
personnel  officer  to  make  an  independent  check  of  all  pavrolls  to 
insure  that  all  emploj^es  had  been  employed  and  retained,  in  ac- 
cordance with  the  requirements  of  the  personnel  system.   These 
facts  could  be  cheeked  by  the  audit  office  at  the  same  time,  and 
in  the  same  operation,  that  other  facts  bearing  on  the  authoritj^ 
for  payment  were  checked. 

In  some  quarters,  provision  for  check  and  certification 
of  payrolls  by  the  personnel  agency  is  considered  one  of  the  m.ost 
desirable  and  most  effective  features  of  a  modern  personnel  system. 
Most  civil  service  acts  nov;  in  effect  provide  for  this  feature. 
This  is  to  a  large  extent  a  hangover  from  the  earlier  concept  of 
the  central  personnel  agency  as  an  independent  "v/atchdog*'  over  ad- 
ministrative officials  (including  auditing  officers)  who  could  not 
be  trusted.   It  is  really  out  of  place  in  a  personnel  system  that 
is  conceived  as  part  of  a  general  system  of  financial  control  and 
good  business  administration. 


Various  Methods  of  rillinr,  Positions: 

As  indicated  under  a  preceding  heading,  positions  subject 
to  competitive  merit  requirem.ents  may  properly  be  filled  by  regular 
appointment  by  Y/ay  of  original  entrance  to  the  service,  by  tem.porary 
appointm.ent ,  by  transfer,  by  promotion,  by  reinstatement,  by  reem- 
ployment, or  by  demotiojr;. 
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Demotion  fro;Ti  pocltlons  of  higher  classes  and  transfer 
fi^on  positions  of  the  same  class  should  be  given  prir.isry  considera- 
tion as  methods  of  filling;  positions,  where  they  are  desirable  in 
the  interests  of  the  service  for  the  purpose  of  affecting  adjust- 
ments in  the  cases  of  employes  already  in  the  service,  under  condi- 
tions later  deacribed. 

Reinstatement  and  reemployment  as  methods  of  utilizing 
the  services  of  former  employes  of  the  same  class,  vi/ho  left  the 
service  with  good  records,  come  next  in  order. 

Next  come  methods  of  appointment  not  based  on  previous  em- 
ployiD-ent  In  positions  of  the  same  class.   These  consist  of  promotion 
from  a  lov/er  position,  and  ter.iporary  appointment  for  a  short  period 
of  service,  and  regular  appointment  by  v/ay  of  original  entrance  to 
the  service. 

The  considerations  involved,  with  reference  to  each  of 
these  several  methods  of  filling  positions,  are  discussed  under 
later  headings,  with  first  attention  to  regular  aupointr.ients. 

Positions  not  subject  to  requirements  of  competition,  of 
course,  do  not  involve  the  distinctions  here  outlined,  but  stand  by 
themselves  as  to  the  methods  of  filling  then,  as  later  discussed. 

Regxilar  Appointment  by  ..'ay  of  Original  Entrance: 

Description  of  Hethod:   The  normal  way  of  filling  poslticans 
ay  be  considered  that  of  regialar  appointment.   By  this  is  meant  the 
esignation  of  an  employe  and  his  induction  into  the  service  in  a 
eriiianent  position,  v/ith  what  is  intended  to  be  permanent  or  con- 
inuing  status.   This  is  substantially  the  only  method  now   in  use 
in  the  state  service,  but  if  a  comprehensive  personnel  system  is 
adopted,  based  en  merit  principles,  regular  appointriient  should  be 
employed  only  './hen  there  are  not  any  persons  previously  employed 
whom  it  is  desired  to  place  by  reinstatement  or  reem.plojrraent  in  po- 
sitions of  the  class,  or  any  present  em.ployes  whom  it  is  desired  to 
place  in  positions  of  the  class  by  demotion,  transfer,  or  promotion. 
The-  claims  of  all  those  should  then  take  precedence  in  the  order 
named  over  those  of  candidates  for  original  appointment. 

v/ith  the  exception  found  in  the  three  agencies  served  by 
the  joint  merit  system,  coujicil  whereby  appointments  are  based  on 
examinations,  the  establishment  of  eligible  lists,  and  certifica- 
tions of  three  names  from  the  top  of  such  eligible  lists,  there  is 
10  general  system  of  consistent  policies  and  procedures  in  appoint- 
ncnts  to  the  service  of  the  state.   The  governor  does  have  to  ap- 
prove all  appointments  in  agencies,  the  heads  of  which  are  appointed 
>y  the  governor,  but  this  can  hardly  be  classified  as  standard 
policy  of  effeotlvo  personnel  administration.   Some  agencies  attempt 
:o  determine  the  qualifications  of  candidates  for  appointment,  and, 
Tor  this  purpose,  have  assigned  personnel  duties  to  one  of  their 
employes  on  a  part  time  basis,   './ith  the  exceptions  noted  above, 
bherc  are  no  definitely  formulated  standards  for  entrance  and  no 
'ormal  tests  or  systematized  procedures  along  modern  lines. 
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The  selection  rtf  new  employes  on  the  basis  of  competitive 
tests  is  no'w  generally  accepted  as  a  much  more  satisfactory  system 
than  the  present  rather  haphazard  method.   The  basic  principles  be- 
hind such  a  method  are  unqueotlonably  sound.   Yifhile  such  tests  are 
not  always  well  designed  and  are  not  infallible  even  when  well  de- 
signed, nevertholoL's,  if  they  are  judiciously  applied  and  use  apti- 
tude and  skill  tests  v;here  written  tests  do  not  fit,  they  are  cer- 
tain to  produce  better  results  tlian  can  be  secured  through  indivi- 
dual personal  judgment,  especially  under  the  conditions  ordinarily 
found  in  a  state  government. 

There  are  many  reasons  for  the  adoption  of  such  a  system. 
The  one  most  frequently  stressed  is  the  opportunities  it  offers  for 
Improving  the  caliber  of  appointees.   The  one  most  frequently  over- 
looked is  the  extent  to  which  such  a  system  would  relieve  the  govor- 
.  nor  and  other  responsible  officials  of  the  pressure,  embarrassment, 
i  distraction,  and  futile  waste  of  time  needed  for  more  important 
j  things  resulting  from  the  necessity  for  interviewing  and  rejecting 
'innumerable  applicants  for  jobs. 

Substantial  benefits  would  result  from  such  a  thorough- 
; going  system  for  appointments  as  is  outlined  in  this  report.   But, 
I  of  course,  substantial  benefits  would  also  result,  in  less  degree, 
from  a  less  formal  or  loss  extensive  application  of  merit  principles 
and  procedures.   For  example,  even  if  examinations  were  fjot  required 
as  prerequisites  to  appointments,  the  personnel  officer  could  en- 
courage and  cooperate  with  appointing  officers  who  desire  to  make 
U30  of  modern  testing  devices  and  procedures.   He  could  provide  and 
i..&.intain  central  supplies  of  qualified  oligiblc-s  to  which  appointing 
officers  could  resort  voluf;tarily.   Even  simplified  forms  of  tests 
'j.nd  procedures  applied  to  candidates  as  "qualifying"  teats  to  m.ake 
cj.re,  30  far  as  readily  practicable,  that  they  meet  acceptable  mini- 
mum standards  would  provide  for  some  improvement  over  tlie  existing 
situation- 

Under  any  full-fledged  plan  of  appointment  on  a  coz7ipetitive 
basis,  the  standard  method  of  original  appointment  should  be  that  of 
selectio;:;  by  the  appointing  officer  from,  a  certification  of  "eligi- 
bles"  made  by  the  personnel  officer,  ellgibles  heijxg   persons  who 
have  demonstrated  hj   mea/]5  of  competitive  tests  of  fitness  coj:;ducted 
under  the  direction  of  the  personnel  offficer,  that  they  are  the  most 
fit  for  trial  in  the  performance  of  the  duties  of  positions  of  the 
class.   The  different  elements  involved  in  the  process  of  making 
ellgibles  available  and  the  steps  leading  up  to  a  regular  appoint- 
ment are  outlined  under  the  subheads  that  follow. 

Recruiting;   It  is,  of  course,  desirable  that  as  ma/;y 
persons  as  possible  who  are  likely  to  bo  found  qualified  for  posi- 
tions of  any  class,  bo  located  and  be  induced  to  submit  themselves 
for  consideration  as  to  their  Qualifications  for  appointment.   For 
this  reason  the  personnel  officer  under  a  comprehensive  persorj;el 
system,  centrally  administered,  should  use  every  practicable  m.oa^s 
•of  locating  sources  of  supply  and  of  bri|;ging  to  the  attention  ©f 
people  likely  to  be  qualified,  notice  of  the  fact  that  opport\jg:iity 
ixists  for  them  to  be  considered  for  appointment. 
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The  principal  neans  of   accomplishing  this  is  that  of  for- 
laal  notices  of  tests.   These  notices  should  contain  sufficient  ija- 
forraation  to  enable  prospective  applicants  to  decide  whether  they 
wish  to  apply  and  to  encourage  qualified  persons  to  desire  to  do  so. 
Such  notices  should  be  posted  in  a  prominent  place  in  or  near  the 
personnel  office.   Usually  the  newspapers  are  glad  to  publish  ija- 
fonriation  about  tests  that  have  been  announced,  as  items  of  nsv;s  of 
interest  to  their  readers.   In  addition  to  posting  and  nev/spaper 
publicity,  various  other  means  of  bringing  the  fact  that  tests  are 
to  be  held  to  the  attention  of  those  vi/ho  might  be  able  to  qualify 
for  appointment  should  be  resertod  to. 

In  the  cases  of  some  classes  embracing  considerable-  r;ura- 
bers  of  positions,  numerous  vacancies  occur  at  frequent  intervals 
making  it  desirable  that  adequate  supplies  of  qualified  eligibles 
available  for  immediate  certification  bo  maintained  at  all  times. 
In  the  cases  of  other  classes  constituting  the  large  majority,  maay 
of  them  ''one-position"  classes,  years  may  go  by  without  o.  vacancy. 
It  is  desirable  that  tests  for  classes  of  the  first  type  be  regular- 
ly scheduled  and  be  hold  periodically  with  such  frequency  as  may  be 
necessary  to  maintain  a  continuous  supply  of  eligibles  for  each  such 
class.   In  fact,  in  the  cases  of  some  classes  for  which  it  is  dif- 
ficult to  maintain  continuous  supplies,  strenuous  efforts  must  be 
made  calling  for  active  efforts  in  recruiting  and,  in  some  cases, 
frequently  announced  special  tests  in  between  those  regularly 
scheduled. 

Probably  in  no  other  way  can  a  central  personnel  agency 
justify  itself  in  practice  to  a  greater  eictent  than  in  serving  as 
:■  sort  of  clearing  house  for  all  personnel  material  available  for 
th'j  filling  of  positions  tlaroughout  the  entire  service.  By  this 
ir.sans  all  such  material  can  bo  gathered  at  one  point,  sifted  once 
for  all,  and  the  best  of  the  material  can  be  brought  to  the  top  and 
te  riiade  available  for  appointment  to  positions  as  vacancies  occur. 

With  the  exception  of  the  joint  merit  system  council, 
tl'.ere  is  no  central  point  at  which  persons  desiring  appointment  in 
L'le  service  of  the  state  may  apply  v/ith  a  view  to  their  being  used 
v.herever  they  will  fit  best.   Each  indLividual  has  to  apply  separate- 
ly to  each  agency.   It  is  clear  that  there  must  be  tremendous  v/astes 
of  time  aftd  effort  on  the  part  of  applicants  and  on  the  part  of 
state  officials  iij  separately  interviewing  and  investigating  the 
luorita  of  candidates,  often  duplicating  each  other's  efforts.   Aiid 
v'ith  all  this  v/asto,  ;:^o  single  appointing  officer  can  expect,  at  the 
best,  to  have  a.vailablc  arL3'"\7here  near  the  supply  of  qualified  eli- 
gibles, from  v/hich  to  soluct  the  best,  that  could  be  provided  by  a 
single  central  personnel  agency  to  v;hom  all  applicants  could  bo  re- 
ferred.  Such  an  agency  ',/ould  be  in  a  better  position  to  seek  out 
qualified  persons  and  could  apply  more  effective  techjiiqucs  to  the 
applicants  in  larger  groups  for  dotormlning  their  relative  merits, 
a/id  would  thus  be  in  a  much  better  position  to  maintain  a  constant 
supply  of  the  best  qualified  of  all  persons  available,  whose  xi^^'^s 
it  could  furnish  to  any  ftf  the  appointing  officers  under  whom  vacaji- 
cios  might  occur.   The  businesslike  character  of  such  a  procedure  as 
compared  with  separate  recruiting  by  any  number  of  separate  appoint- 
;n,~.  officers  should  be  obvious. 
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It  would  be  desirable  for  such  central  recruiting  facili- 
tiea  to   be  set  up,  even  though  no  complete  and  formal  personnel 
system  is  adopted,  even  though  no  formal  testing  of  candidates  is 
applied,  and  even  though  utilization  of  the  central  recruiting  facili- 
ties is  left  to  the  voluntary  action  of  the  several  appointing  offi- 
cers. 

Standards  and  Tests  of  Qualifications;   The  process  of 
sifting  thb-3e  available  for  omployment  so  as  to  bring  to  the  top 
those  best  fitted  to  perform  the  duties  of  the  several  t^^DOs  of" 
positions;  is  an  important  one  and  one  that  is  coinmonly  neglected 
in  a  service  for  v;hlch  definite  and  formal  provision  for  personnel 
aclLiilnlstration  along  modern  lines  has  not  been  made. 

A  central  personnel  agency  would  be  in  a  position  to  pro- 
vide itself  with  a  staff  (one  or  more)  of  trained  and  experienced 
'personnel  specialists  familiar  with,  and  able  to  apply,  those  tech- 
jniques  and  devices  which  research  and  experience  has  shov.n  to  be 
'most  effective  for  testing  personal  qualifications. 

It  is  a  comiaon  and  popular  fallacy,  which  opponents  of  the 
•merit  system  accept  and  twist  to  their  ov;n  purposes,  to  consider 
that  civil  service  tests,  in  their  very  nature,  consist  solely  of 
written  examinations  on  what  lias  been  learned  in  the  schoolroom, 
embracing  questions  and  answers  regarding  matters  that  have  no  rela- 
tion to  the  emplojnnent. 
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It  r^eed   hardly  be  said  that  such  a  point  of  view  has  ab- 
lutely  no  relation  to  the  facts  as  involved  in  the  best  approved 
:.-odern  testing  tec-iniques .   The  science  or  art  of  testing  personal 
qualifications  has  made  marl:ed  strides  in  recent  years,  as  a  result 
of  research  and  the  practical  lessons  of  experience. 

In  the  modern  sense,  tests  of  qualifications  may  include 
v/ritten  or  oral  answers  to  questions,  practical  trials  in  the  per- 
formance of  assigned  tasks,  consideration  of  education  or  past  ex- 
perience and  accomplislTinents  or  of  personality  traits,  or  any  com- 
bination of  these  or  other  elements  that  are  deemed  to  have  any 
value  as  bases  for  predictions  as  to  the  success  tliat  a  given  candi- 
date would  have  in  the  actual  performance  of  duties  of  a  given  -^i^* 

As  hcus  been  indicated  at  various  points  in  this  report, 
the  state  has  no  general  system  of  standards  or  methods,  other  than 
those,  employed  by  the  joint  merit  system  conncil,  to  ascertain  the 
qualifications  of  prospective  employes. 

A  central  system  of  recruiting,  with  careful  aftd  methodl- 

testing  of  candidates,  v/ould  be  of  immense  benefit.   As  indi- 

tsated,  less  formal  and  less  nearly  complete  application  of  the  prin- 
ciples ajr^d  procedures  herein  outlined,  could  be  made  to  result  ij; 
substaQtial  benefits,  even  though  a  complete  personnel  system,  or 
veft  a  policy  of  appointment  on  nierit,  is  not  formally  adopted. 

Procedure  in  Appointment  of  Tested  Eligibles;   Vifhero  a 
Torrial  testing  procedure  is  in  effect",  the  names  of  successful  (^a.^.di- 
lates  in  the  tests  ordinarily  are  entered  on  eligible  lists,  or 
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"rc^^isters ,"  in  the  order  of  their  weighted  average  ratings.   "wTaen 
a  vacancy  Is  to  be  filled,  a  certificate  containing  the  highest  one, 
two,  or  three  names  (three  is  the  most  coniinon  number)  is  issued  to 
the  appointing  officer  by  the  personnel  agency,  from  which  the  ap- 
pointing officer  makes  his  selection.   More  tlian  one  name  is,  in 
some  jurisdictiona,  considered  necessary  in  order  not  to  infringe  on 
the  right  of  the  appointing  officer  to  make  a  selection.   Court  de- 
cisions have  u.pheld  a  cortif ics^tion  of  three  as   Involving  no  undue 
IntcrfGronco  v;ith  this  right.   Certification  of  tv/o  names  probably 
would  be  upheld  on  the  same  grounds.   Some  authorities  say  that  the 
right  is  sufficiently  assured  by  the  trial  and  rejection  provided 
by  a  probationary  period.   Certification  of  three  names  is  the  pro- 

I  codurc  used  by  the  joint  merit  system  council.   However,  duo  con- 
sideration should  be  given  to  limiting  appointment  to  the  highest 

1  eligible  on  the  Ixst,  for  each  vacancy,  and  to  depend  on  the  pro- 

}  bationary  period,  noxt  discussed,  to  give  the  appointing  officer  his 

i duo  part  in  the  selective  process. 

To  the  e:-:tent  that  the  tests  as  a  whole,  with  the  weights 
i assigned  to  the  several  subjects,  or  parts,  have  real  value  in  bring- 
ing out  the  probabilities  of  success  of  the  testees  in  the  work  of  a 
; position  of  the  class  for  which  they  are  tested,  the  order  of  names 
' on  an  eligible  list  represents  the  relative  fitness  of  the  eligibles 
for  the  positions  to  bo  filled.   Of  course,  the  testing  techniques 
have  not  boon  perfected  at  all  to  the  point  at  which  it  can  be  said 
that  they  are  unfa.iling  in  their  pronouncements  of  the  relative  order 
of  excellence  of  the  candidates.   The  most  that  can  be  said  is  that 
tho   ratings  brlAg  out  the  relative  probabilities  of  success  of  the 
ojjididatcs.   As  a  further  moans  of  trying  out  the  qualifications,  a 
provision  that  all  appointments  for  original  entrance  or  promotion 
siiall  be  "on  probation"  for  a  working  test  period,  as  a  tryout  in 
the  actual  work  of  a  position  of  the  class,  is  found  in  most  public 
p-^rsonncl  systems.   During  this  period  the  appointee  is  supposed  to 
v.  under  critical  observation  by  the  appointing  officer  who,  by  this 
:-ovicG,  is  given  a  part  in  the  actual  testing  and  selecting  pro- 
cedure . 

f  The  probation  device  has  not  been  so  successful  in  practice 

as  It  is  capable  of  being,  because  it  has  l»een  applied  too  perfunc- 
torily, for  the  most  part.   The  usual  provision  and  practice  is  for 
the  appointing  officer  to  have  a  right  to  remove  an  employe  during 
probation  without  formality,  but  if  he  fails  to  do  so  '.;ithin  the 
probationary  period  the  appointment  becomes  com.plete,  largely  by 
default.   Appointing  officers  in  general  do  not  like  to  take  such 
drastic  action  as  is  involved  in  rer;ioval  so  that,  in  practice,  re- 
movals during  probation  are  very  rare.   The  value  of  the  probation 
device  would  be  Increased  by  a  positive,  instead  of  a  negative,  ap- 
plication of  the  principle.   Before  an  appointment  could  be  deemed 
complete,  the  appointing  officer  v/ould  bo  required  to  certify  posi- 
tively, prior  to  the  end  of  the  working  tost  period,  th2.t  he  had 
observed  tho  •.;ork  and  conduct  of  the  appointee  and  was  satisfied 
that  he  had  tho  capacity  and  the  willingness  to  mp-kc  a  good  employe 
ir,  the  position.   In  the  absence  of  such  a  certificate,  the  employ- 
■riont  of  a  probationer  would  temiinate  at  the  expiration  of  the  work- 
ing test  period,  instead  of  being  confirmed  m  the  absence  :f   posi- 
tive action  for  removal. 
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The  principles  just  discussed  are,  of  course,  not  appli- 
ca'ole  to  ?iIontana  unless  it  adopts  a  more  or  less  formal  competitive 
merit  system  of  appointment.   That  it  do  so  is  desirable  but,  as 
mentioned,  it  could  derive  much  benefit,  though  not  all  that  it 
could  make  available,  from  an  informal  centralized  procedure  of 
qualifying  or  "pass"  examinations  as  a  guarantee  of  at  least  mini- 
m-urn qualifications  in  its  appointees. 

Besides  the  so-called  "regialar"  appointments  described  in 
the  preceding  pages,  there  are  a  number  of  other  methods,  listed 
previously,  v;hich  should  take  precedence  over  regular  appointment, 
if  a  complete  personnel  system  is  adopted.   These  are  discussed 
under  subsequent  headings. 

Other  Methods  of  Filling  Positions : 

Demotion;   Any  change  of  an  employe  from  one  position  to 
another  for  v/hlch  a  lower  maximura  rate  of  compensation  is  prescribed, 
should  bo  deemed  a  demotion.   Demotion  is  both  a  means  of  separation 
of  an  employe  from  a  position  hold  by  him  and  a  method  of  filling  a 
position  of  a  lower  class.   Proper  provision  for  demotion  is  also  in- 
volved in  the  question  of  maintaining  conditions  of  service  that  will 
conserve  the  value  of  the  investment  in  good  employe  material  and 
that  will  maintain  conditions  of  service  conducive  to  the  best  ef- 
forts of  employes  by  assuring  them  of  due  consideration  and  fair 
dealing  in  cases  where  they  are  found  unfit  for  the  job  to  which 
c'ley  are  first  assigned.   It  offers  an  opportx^nity  to  find  work  that 
:-.ey  can  do  in  preference  to  arbitrary  separation  from  the  service. 

In  a  service  to  which  a  well-planned  pei'sonnel  system,  has 
Rot  been  applied,  and  in  many  of  these  operating  under  -.vhat  are  in- 
tended to  bo  v/ell-roundod  personnel  systems,  there  is  little  rccogxii- 
tion  of  the  importance,  of  or  adequate  provision  for,  demotion. 
This  results  in  disadvantage  to  the  service.   For  example,  under 
such  conditions,  an  employe  v/ho  has  attained  to  a  certain  rank, 
status,  and  compensation,  and  v/ho  becomes  unfitted  for  work  commen- 
surate therewith  by  reason  of  mental  or  physical  handicaps  due  to 
advafjcing  age,  or  by  reason  of  decreased  interest  and  offert,  h^.s 
either  to  be  so para ted  completely  from  the  service,  or  to  be  con- 
tinued at  higher  rank  and  pay  than  are  justified  by  the  work  he 
does,  v;hon  he  might  be  able  to  render  satisfactory  service  of  full 
value,  and  be  v;illing  to  do  so,  in  a  position  of  lov/cr  rank  and  pay 
and  with  less  difficult  or  less  onerous  duties. 

Under  a  service  rating  system  a  constant  check  should  be 
maintained  to  see  that  the  services  of  all  employes  measure  up  to 
acceptable  s ta^r^dards .   Those  v;ho  fall  below  such  standards  con- 
sistently should  iiutomatlcally  be  brought  under  consideration  for 
demotion  to  lower  positions,  v/ith  v;ork  they  are  qualified  to  perform, 
both  as  a  matter  of  humanitarian  consideration  for  employes  that 
have  given  faithful  a;:;d  competent  service,  and  as  a  moans  of  con- 
30TV±x\g   whatever  of  value  remains  i;;  the  investment  in  the  employe, 
in  any  such  case,  if  it  is  fou^d  that  there  is  such  value. 
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Smnloyes  should  be  encouraged  to  seek  demotions  volun- 
tarily v/hen  they  feel  that  they  no  longer  measure  up  to  the  require- 
ments of  the  positions  they  are  occupying.   Involuntary  demotions 
should  he  subject  to  the  same  safeguards  against  abuses  resulting 
in  losses  of  good  employe  material  as  those  suggested  later  with 
reference  to  removals. 

In  the  service  of  the  state  of  Montana  there  are  no  con- 
sistent practices  and  no  uniform  policies  with  respect  to  demotion. 
The  personnel  rules  of  the  tlaree  agencies  cooperating  under  the 
joint  merit  system  council  recognize  demotion  as  a  disciplinary 
measure,  but  there  is  no  evidence  that  the  devise  is  being  used  for 
non-disciplinary  purposes. 

Transfer;   A  transfer  consists  of  a  change  of  an  employe 
from  one  position  to  another  not  involving  a  change  in  compensation, 
immediate  or  prospective.   Transfer  needs  to  be  considered  from  both 
the  standpoint  of  separation  from  one  position  and  that  of  a  method 
of  filling  another.   A  liberal  transfer  policy  also  promotes  condi- 
tions of  employment  that  are  of  benefit  to  the  service. 

Transfers  should  ordinarily  be  confined  to  changes  between 
positions  of  the  same  class,  but  properly  cover  also  any  such  change 
betv/een  a  position  of  one  class  and  a  position  of  another  class,  with 
the  same  scale  of  pay,  for  v/hich  no  additional  requirements  for 
eligibility  are  prescribed.   The  requirements  for  promotion,  de- 
jnotion,  or  original  entrance,  should  apply  in  other  cases. 


Transfer  is  a  very  effective  means  of  conserving  good  em- 
ploye material  that  would  otherwise  be  lost,  and  of  promoting  con- 
tentment and  satisfaction  such  as  to  ind.uce  employes  to  do  their 
best.   For  example,  an  employe  may  happen  to  h3.ve  secured  appoint- 
ment to  a  position  involving  service  where  unavoidable  clashes  of 
temperament  between  the  em.ploye  and  his  superior  or  associates  are 
involved,  or  where  the  subject  matter  or  routines  of  the  work,  or 
the  location  or  other  conditions  of  employment,  arc  such  as  to  load 
to  dissatisfaction  on  the  part  of  the  employe  or  the  superior,  or 
both.   The  employe  may  continue  under  the  unsatisfactory  conditions, 
doing  low-grade  v/ork,  when  ho  might  be  able  to  render  a  very  high 
grade  of  service  under  more  propitious  surroundings.  Again,  such 
conditions  ma.y  lead  to  resignation  of  the  employe,  or  attempted  re- 
moval or  demotion  by  his  superior,  v/ith  loss  to  the  service.   Again, 
change  of  duties  of  a  position  resulting  in  reallocation  to  a  lower 
class,  or  discontinuance  of  ^7ork  by  reason  of  shortage  of  funds  or 
pther  cause,  may  leave  a  capable  employe  stranded,  who  could  bo 
utilized  to  advantage  elsewhere  on  duties  of  the  class  to  .-Jiich  he 
was  appointed. 

Liberal  transfer  provisions  serve  as  a  means  of  correcting 
such  conditions  and  of  offering  opportunity  for  employes  to  find 
the  /;lchos  in  which  they  can  render  their  best  services  in  the 
classes  of  employment  for  whJ.ch  they  have  qualified. 

The  personitel  officer  should  cooperate  in  finding  places 
Cor  misfits  v.-here  he  deems  that  better  service  could  be  secured 
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thereby.   Of  course,  it  is  not  intended  that  employes  viho  liave  been 
unsuccessful  or  dissatisfied  should  be  accorded  special  privileges 
by  reason  of  such  fact,  but  transfers  should  be  provided' for  with  a 
viev;  specifically  to  the  good  of  the  service.   In  no  event  should 
an  enploye  be  forced  by  transfer  on  an  appointing  officer  who  does 
not  wish  to  accept  him. 

Another  type  of  situation  involving  application  of  trans- 
fsr  procedures  is  that  of  special  or  occasional  work  to  be  done,  or 
.of  peak  loads  on  the  regular  work,  requiring  additional  help.   Such 
needs  for  extra  service  beyond  the  normal  occur  at  different  times 
in  different  departraents  and  agencies.   It  is  very  common  for  agen- 
cies to  maintain  year-round  staffs  almost,  or  quite,  large  enough 
to  liandlo  their  peak-load  requirements  and  to  depend  upon  temporary 
appointments  only  for  extraordinary  needs.   Careful  attention  to  the 
varying  requirements  of  the  different  agencies  should  make  it  pos- 
sible to  save  substantial  amounts  in  regular  salaries  and,  by  moans 
of  transfers  and  assignments  from  one  agency  to  another,  to  keep 
considerable  numbers  of  fully  qualified  and  tested  employes  with 
periTiancnt  status  busy  all  of  tho  time,  with  reduction  of  temporary, 
extra  employes  to  tho  minimum.   As  a  matter  of  fact,  it  would  be  in 
tho  interests  of  economy  and  good  service  for  the  personnel  officer 
to  maintain  a  permanent  clerical  staff  serving  as  sort  of  "flying 
squadron"  composed  of  employes  available  to  be  thrown  in  as  extra 
help  at  wliatevor  points  they  are  needed  at  different  times. 

Roinstatomont  and  Reemployment;   Tho  term  "reinstatement" 
13  usod  in  this  report  to  refer  to  a  restoration  of  a  separated  em- 
ploye to  the  specific  position  previously  occupied  by  him,  and  is 
thus  distinguished  from  the  term  "reemployment,"  which  is  applied 
to  tho  filling  of  any  position  of  a  class  by  a  former  employe  of  the 
class.   This  distinction  is  not  commonly  recognized,  but  is  a  de- 
sirable one  to  maintain. 

Reinstatement  and  reemployment  should  be  a.dministered,  not 
as  matters  of  right  of  former  employes,  but  as  means  of  recovering 
good  employe  material  that  has  been  lost  to  the  service.   They  also 
have  their  effect  in  promoting  satisfaction  with  the  conditions  of 
the  employment.   They  should  be  accorded  only  in  the  cases  of  em- 
ployes vv'ho  left  the  service  v/ith  satisfactory  records,  marking  them 
as  desirable. 

Reinstatement  to  the  position  formerly  occupied  should  be 
a  relatively  simple  affair,  in  the  case  of  an  employe  with  a  go«d 
record  v;ho  is  wanted  back  in  the  position  by  his  former  superior. 
'But  if  possibilities  of  reinstatement  are  allowed  to  lead  to  the 
•holding  open  of  positions  of  employes  who  resign  to  try  some  other 
employment,  or  for  other  personal  reasons,  to  the  detriment  of  the 
service,  then  it  is  better  not  to  have  any  such  provision,  but  to 
make  every  such  employe  take  his  cliances  under  the  reemployment  pro- 
cedure.  In  any  event,  no  employe  should  be  displaced  to  provide  for 
reinstatement  of  his  predecessor. 

Reemplojonent  is  generally  a  matter  of  greater  formality. 
B:/  its  means  provision  is  ms.de  for  restoration  to  the  service  of 
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former  employes  v.Iio  have  resigned,  v.'here  their  specific  former  posi- 
tions are  not  open  or  where  their  former  superiors  do  not  v/ish  to 
ask  for  their  reinstatement.   Also,  former  employes  with  good  rec- 
ords who  V'/ere  laid  off,  and  employes  removed  during  probation,  or 
demoted,  or  other-.vise  discriminated  against  unfairly,  whom  it  is 
desired  in  the  interests  of  the  service  to  give  further  opportunity 
under  different  appointing  officers,  are  proper  subjects  for  re- 
employinent  where  transfer  opportunities  are  not  available. 

In  the  absence  of  any  general  personnel  system  in  i.Iontana, 
reinstatement  and  reemployment  involve  no  problems.   Appointing 
authorities  may  restore  former  employes  to  the  service  just  as  free- 
ly as  they  could  appoint  anybody  else. 

The  personnel  rules  of  the  throe  agencies  cooperating  under 
the  joint  merit  system  council  do  provide  for  reentry  to  the  eligible 
lists  without  reexamination  for  a  period  of  two  years  after  voluntary 
separation  from  the  service.   The  legislative  assembly  lias  also  pro- 
vided that  a  vacancy  does  not  exist  in  any  given  position  by  virtue 
of  the  fact  that  its  incumbent  has  entered  the  military  service  of 
the  United  States.   vVith  these  exceptions,  most  of  the  appointing 
authorities  decide  each  case  on  what  they  consider  to  be  its  partic- 
ular merits. 

Promotion;   Promotion  involves  both  a  matter  of  separation 
from,  a  position  and  a  method  of  filling  a  higher  position.   Its 
principal  importance,  however,  is  derived  from  its  use  as  a  device 
to  improve  the  conditions  of  the  service  as  a  means  of  encouraging 
qualified  people  to  enter  and  to  devote  their  best  efforts  to  their 
aork  and  to  their  ov/n  development  as  means  of  qualifying  for  advance- 
ir.ont.   One  of  the  most  effective  moans  of  contributing  to  these  ends 
is  that  of  a  policy  and  procedure  that  v/ill  open  the  service  wide, 
from  bottom  to  top,  for  advancement  of  the  employes  best  fitted  for 
the  higher  positions,  on  the  basis  of  their  merits  and  their  merits 
."-lone.   This  gives  most  effective  expression  to  the  objective  voiced 
xa  the  slogan  "riiake  the  service  a  career,"  that  is  often  heard. 
r:?.rely  is  adequate  provision  made  for  realizing  its  full  possibili- 
ties . 

Full  application  of  the  promotion  principle  would  call  for 
absolute  preference  to  employes  in  the  service  in  filling  higher 
positions,  v/henever  there  arc  any  such  In  lower  positions  who  are 
able  and  willing  to  demonstrate  thoir  qualifications  competitively 
among  themselves.   Objection  is  soznotiines  made  to  such  applicationj 
on  the  grounds  that  it  would  tend  to  promote  stagnation  and  bureau- 
cracy; that  new  life  and  vigor  should  be  promoted  by  frequent  in- 
fusions of  new  blood  from  outside;  and  that  such  lov/ering  of  employe 
standards  as  v/<*uld  result  (o.s  by  appointment,  i;n,  an  extreme  case,  of 
an  employe  who  barely  meets  the  minimum  requirements,  when  highly 
qualified  ellgibles  might  be  secured  from,  outside)  is  unwarranted. 

In  practice  it  would  be  found  that  the  probabilities  that 
the  disadvantages  cited  in  the  objections  v/ould  result  In  any  such 
degree  as  implied,  are  considerably  exaggerated.   Application  of  the 
principles  advocated  would  bring  nev/  blood  into  the  higher  positions, 
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consisting  of  qualified  employes  recruited,  from  outside,  whenever 
there  are  not  enough  einployes  in  the  service  who  offer  themselves 
and  qualify.   This  could  be  expected  to  happen  often  enough  to  keep 
up  the  tone  and  caliher  of  the  service.   Also,  extreme  cases  in 
which  employes  barely  qualified  would  be  appointed  to  higher  posi- 
tions by  pror.iotlon  in  preference  to  persons  of  much  higher  qualifi- 
cations available  from  outside,  would  be  relatively  rare. 

The  greatest  danger  to  an  effective  promotion  system, 
usually  is  found  in  a  short-sighted  attitude  that  often  develops 
on  the  part  of  the  rank  and  file  of  employes,  who  try  to  insist  on 
policies  that  place  a  premiuin  on  mediocrity,  instead  of  affording 
the  greatest  incentive  for  the  best  endeavors  of  the  most  capable 
employes.  For  example,  employes  frequently  advocate  and  defend  flat 
j  ratings  on  seniority,  which  allov;  the  same  credit  for  a  given  period 
[of  service  to  an  incompe.tcnt  employe  as  to  a  competent  employe.   Em- 
1  ployes  frequently  contend  also  for  restriction  of  eligibility  for 
promotion  to  the  narrow  limits  of  the  department  or  smaller  organi- 
I  zation  units  in  ?/hich  the  vacancies  exist. 
I 

As  a  matter  of  fact,  tests  for  promotion  might  well  be 
.kept  as  wide  open  to  employes  in  the  service  as  original  entrance 
I  tests  should  be  to  other  persons.   There  is  much  to  bo  said  for  a 
■policy  that  would  permit  any  employe  who  can  show  that  he  meets 
Iroasonable,  prescribed  requirements  for  entrance  to  the  tests,  to 
! compete  regardless  of  whether  or  not  ho  has  been  occupying  a  posi- 
tion that  is  considered  to  be  in  a  direct  line  of  promotion  or 
■vhother  or  not  the  position  occupied  is  considered  to  be  of  the 
.,-xt  lov/cr  grade. 

The  rating  in  which  length  of  service  is  involved  should 
be  on  experience,  corresponding  v/ith  the  similar  rating  in  original 
entrance  tests.   Kihd  and  quality  of  experience,  as  well  as  mere 
3  3niority  or  length  of  experience,  should  enter  into  this  rating. 
l-ie  actual  experience  that  the  employe  has  liad  -  the  work  that  he 
"iH-S  been  doing  -  should  be  the  basis  of  credit,  not  merely  the  fact 
t.aat  he  has  been  employed  under  the  title  of  s.  class  presumed  to 
involve  vjork  in  line  with  that  of  the  higher  position,  when  ho  may 
actually  liave  been  doing  worl:  of  a  different  kind. 

In  many  systems,  employes  have  been  successful  in  confining 
promotions  to  the  narrow  limits  of  the  particular  organization  units 
in  which  vacancies  in  the  higher  positions  occur.   As  a  result,  the 
service  is  deprived  9f  the  opportunity  of  securing  for  every  higher 
position  the  most  competent  employe  that  it  can  find  in  its  entire 
tservice.   It  must  take  v/hat  the  particular  organization  unit  has  to 
ioffer,  or  go  outside  the  service,  v;hereas  there  may  be  a  wealth  of 
isplendid  m.aterial  available  in  other  departments.   Under  such  a 
policy  inany  able  employes  find  themselves  at  the  ends  of  blind  alleys 
'simply  because  there  are  no  higher  positions  in  their  own  lines  of 
■ork  in  their  particular  organization  units,  while  less  competent 
employes  in  other  departments  forge  rapidly  to  the  top.   There  is 
little  in  such  a  situation  to  encourage  the  most  capable  persons  to 
3oek  to  enter  the  service  and  to  win  advancement  to  the  higher  posi- 
tions by  earnest  effort. 
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If  the  level  of  ability  of  employes  in  the  higher  Dositions 
ir  to  be  r.iaintained,  there  must  be  no  lowering  of  standards  to  the 
qualifications  of  the  employes  who  happen  to  present  themselves  in 
competition  for  promotion.   Such  a  lowering  of  standards  is  likely 
to  come  about  unless  it  is  guarded  against.   As  a  matter  of  fact, 
there  is  no  reason  for  any  different  standards,  or  material  dif- 
ference in  the  tests  applied  to  determine  eligibility  for  promotion, 
from  those  applied  for  original  entrance.   The  only  differences  that 
need  be  recognized  are  the  limitation  of  the  promotion  tests  to  em- 
ployes in  the  service,  and  the  fact  that  experience  is  rated  on   the 
actual  v;orlc  that  the.  employe  has  done,  in  and  out  of  the  service, 
v/hereas  a  candidate  in  an  open  entrance  examination  usually  has  no 
experience  in  the  same  service  to  be  rated. 

In  Montana,  employes  are  often  advanced  from  lower  to 
higher  positions  within  the  several  agencies.   V/ith  the  exception 
of  the  three  agencies  served  by  the  joint  merit  system  council, 
there  is,  however,  no  general  policy  nor  is  there  any  established 
procedure  for  making  any  particular  policy  effective.   The  person- 
nel rules  of  the  state  department  of  public  welfare,  the  state  board 
of  health,  and  the  luaemployment  compensation  comniission  provide  for 
filling  positions  by  promotions  whenever  possible.   The  appointing 
officers  of  other  agencies  of  the  state,  theoretically,  have  som- 
pleto  freedom  in  making  their  selections  for  appointment,  aside  from 
such  pressure  as  may  be  applied  in  favor  of  individuals,  and,  hence, 
they  are  as  free  to  select  employes  already  in  the  service  as  per- 
sons outside  the  service,  but  there  is  nothing  to  compel  them  even 
to  give  consideration  to  the  good  employe  material  there  is  in  the 
eervice.   Other  than  the  system  serving  the  throe  agencies  mentioned 
abcve,  there  is  no  system  of  testing  to  insure  getting  the  best  of 
the  ava.ilablo  employes,  any  more  than  there  is  such  a  system  for 
getting  the  best  appointees  for  original  entrance. 

There  is,  of  course,  no  general  system  of  promotion  across 
j^.gency  lines.  Appointing  officers  may  drav;  on  employes  of  other  de- 
partments just  as  they  may  go  to  the  service  of  any  outside  employer 
'..hen  they  so  desire. 

The  state  would  benefit  greatly  from  a  comprehensive  pro- 
motion plan,  developed  and  applied  along  the  lines  discussed.   Eene- 
flcial  results  in  less  degree  could  be  attained  by  a  less  nearly 
(iomploto,  or  a  less  formal,  application  of  these  principles. 

Temporary  Appointment:  Unless  adequate  attention  is  given 
to  the  problems  involved  in  temporary  appointments,  they  frequently 
constitute  one  of  the  weakest  points  in  a  personnel  system,  and  one 
of  the  most  troublesome.  Under  reasonable  definitions  and  restric- 
tions there  need  be  no  problem,  regardless  of  how  generally  the  re- 
quirements for  competitive  selection  may  be  applied  to  regular  ap- 
poi;atments . 

Under  conditioas  where  a  tom.porary  appointment  ought  to  be 
considered  perm.issible,  no  other  method  of  filling  a  position  (trans- 
fer, promotion,  regular  appointment,  etc.)  v/ould  call  for  considera- 
tion.  Such  af],   appointment  is  intended  to  be  restricted  to  a  short 
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period,  v;hon  other  means  of  providing  for  service  that  should  be 
rcnlcrod,  are  not  available,  or  the  interests  of  the  service  do  not 
perr.iit  them  to  be  applied. 

They  ought  to  bo  regarded  as  undesirable  exceptions  to  the 
standard  requirements  and  procedures  that  should  be  applied,  and  thus 
as  necessary  evils  to  be  closely  controlled  and  restricted,  to  the 
o:vtont  practicable,  being  allowed  only  under  conditions  to  be  speci- 
fied, where  the  interests  of  the  service  are  to  be  served  thereby. 

I         Very  rarely  is  found  any  recognition  in  civil  service  lav/s, 
lor  by  personnel  administrators  in  their  current  practice,  of  the  real 
i?actors  and  considerations  involved  in  temporary  appointments.   This 
lis  commonly  found  to  be  one  of  the  weakest  points  in  civil  service 
systems . 

Not  often,  for  example,  is  there  found  a  clear  dividing 
line  marking  off  the  period  for  v/rilch  temporary  service  may  be 
authorized,  from  any  more  extended  period  tliat  calls  for  an  employe 
:.'ith  peri;ianent  status.   It  is  true  that  limitations  are  usually  Im- 
Dosed  by  law  on  the  periods  for  which  temporary  appointments  may  be 
ipproved.   Sixty  and  9O  days  are  limitations  commonly  applied.   But 
luch  limitations  seldom  mean  very  much  in  practical  effect,  as  ex- 
:enslons  are  freely  permitted. 

Rarely  is  thex>e  rigid  application  of  a  requirement  of  ap- 
)rcval  in  advance.   Such  a  requirement  is  necessary  for  effective 
■.ontrol. 

Often  the  lav/s  require  temporary  appointments  to  be  tendered 
0  c.ny  cllgibles  on  the  appropriate  list  before  persons  not  listed  as 
ligible  can  be  appointed.   This  ignores  the  often  emergent  character 
<£   need,  which  will  not  permit  waiting  to  canvass  the  eligible  list 
0  see  v/hether  any  eligible  will  accept.   It  ignores  the  fact  that 
?..iy  temporary  appointments  are  of  extremely  short  duration,  often  one 
'■  two  days.   If  temporary  appointments  are  in  fact  confined  to  short 
ji-lods,  as  their  nature  and  purpose  as  exceptions  to  the  regular 
-  ocesscs  call  for,  it  is  not  worth  v/hllc  to  take  the  tlm.e  and  go  to 
ho  trouble  of  canvassijag  the  list  to  find  out  in  each  case  whether 
:vj   eligible  will  take  the  few  days  of  work  that  may  remain  by  the 
ime  their  availability  is  ascertained,  and  to  breo.k  in  a  new  tempor- 
ry  employe  for  such  few  days.   It  is  better  to  exercise  control  to 
oe  that  temporary  appointments  are  authorized  only  in  cases  in  v/hich 
hoy  are  really  warranted  and  to  confine  them  to  such  cases,  and  to 
or.sider  th3.t,  in  the  relatively  few  cases  that  will  be  authorized 
T.der  such  close  control,  it  will  not  be  worthwhile  to  bother  about 
-foring  the  appointm.ents  to  the  oliglbles. 

Similar  considerations  apply  to  testing  the  qualifications 
^  temporary  appointees  designated  by  appointing  authorities,  a  ro- 
-lirement  frequently  found  in  civil  service  laws.   It  is  usually  Im- 
:r-,cticable ,  where  a  temporary  appointment  is  really  warranted,  to 
::lay  appointment  until  the  tests  can  be  made,  and  usually  the 
:j-thorlzed  period  of  temporary  employment  would  be  v;ell  over  before 
V-  results  of  the  tests  would  be  knov;n» 
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It  is  best  to  consider  that,  whenever  the  personnel  agency 
is  unable  to  provide  eligibles  to  meet  the  needs  of  an  appointing 
officer,  as  it  cannot  do,  ordinarily,  to  meet  the  needs  for  tempo- 
rary appointments,  such  officer  should  be  e;rititled  to  use  the  serv- 
ices of  any  persons  acceptable  to  him. 

Some  civil  service  lav/s  limit  temporary  appointments  to 
cases  in  which  there  are  no  eligibles  available,  thus  implying  tiiat 
no  temporary  appointment  siall  be  made  when  there  are  such  eligibles. 
Such  provisions  ignore,  and  fail  to  provide,  for  the  tiiree  distinct 
I  types  of  temporary  appointments  that  need  to  be  recognized  as  neces- 
I  sary  to  provide  for  three  different  kinds  of  situations.   These  may 
I  be  designated  by  the  terms  provisional,  transient,  and  emergency  ap- 
ipointmonts.   They  are  described  in  the  next  paragraphs. 

When  there  are  no  eligibles  from  which  a  regular  appoint- 
ment can  be  required  to  a  vacant  position  that  is  expected  to  con- 
tinue longer  than  the  statutory  period  for  a  temporary  appointment, 
and  the  work  ought  to  be  carried  on,  it  is  customary  to  provide  fnr 
a  "provisional"  appointment  until  eligibles  can  be  secured  and  regu- 
lar appointment  can  bo  made  from  o.mong  them. 

Appointments  of  this  typo  have  constituted  one  of  the  most 
prolific  sources  of  abuses  of  merit  provisions.   Such  abuses  usually 
involve  the  connivance  of  the  personnel  agency.   Because  of  such 
...uses,  some  of  the  recent  civil  service  laws  have  contained  flat 
prohibitions  against  any  extension  of  any  provisional  appointment 
or  other  temporary  appointment  beyond  the  original  period  authorized 
OT   otherwise  have  imposed  limitations  unrelated  to  those  needed. 

is  is  shortsighted,  because  it  fails  to  visualize  the  practical 

Gds  of  individual  cases. 
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It  is  obvious  that  there  may  be  many  occasions  in  which 
:''-  will  Tie  im.portant  to  maintain  a  necessary  public  service  through 
'■.e  medium  of  provisional  appointments  over  considerable  periods 
ritil  permanent  appointments  can  be  made.   The  law   should  be  so 
.-raraed  as  to  permit  this  to  be  done,  with  jfroper  restrictions  to 
;r-event  abuses.   Such  restrictions  are  best  provided  by  means  of  a 
prohibition  against  continuation  of  a  temporary  appointment  of  tiiis 
■:ind  during  any  period  in  which  all  practicable  efforts  are  not 
"wing  made  to  provide  eligibles  for  filling  the  position  and  a  re- 
v'^-irement  that  the  approval  of  each  extension  bear  a  certificate 
.eciting  the  steps  that  have  been  taken,  or  the  reasons  why  effective 
stops  have  not  beep,  taken,  resulting  in  a  public  record  placing  the 
T'osponsibility  for  any  improper  extension  right  where  it  belongs. 

A  provisional  appointment  in  the  absence  of  available 
eligibles  is  the  only  kind  of  temporary  appointment  that  is  recog- 
".ized  in  some  civil  service  laws,  though  the  need  for  provision  for 
ivpointments  for  short  periods  of  service  of  the  two  other  kinds 
,jxt  described,  should  be  obvious. 

A  "transient"  appointment,  ^r  "job  employment"  as  it  is 
:noYm  in  some  services,  is  one  in  a  case  where  there  is  extra  work 
:.'^  bo  done  for  a  short  period,  or  a  substitute  is  needed  to  carry 
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I  on  vvorl:  ccjiriyig   the  temporary  incapacity  or  other  absence  of  a  regu- 
i  lar  employe.   This  is  the  most  common  type  or  temporary  appointment 
!  where  sincere  efforts  are  made  to  keep  down  the  number  of  provisional 
i appointments.   They  are  often  of  short  duration,  frequently  one  or 
I  two  days.   They  are  often  approved,  however,  without  regard  to  the 

period  of  service  required,  and  are  extended  by  successive  authoriza- 
I  tions  for  long  periods,  where  regular  appointments  ought  to  be  made. 
;  Often  individuals  v;ith  good  influence  secure  practically  continuous 
employment  by  means  of  successive  transient  emplojonents  under  dif- 
ferent appointing  officers.   This  practice  ought  to  be  guarded 
I  against  as  favoring  unnecessary  creation  of  temporary  positions  as 
[means  of  furnishing  jobs  to  favored  individuals. 


i;ne  position  rnrougn  otner  rocognizea  means.  me  term  "emergency" 
is  so  generally  applied  loosely,  to  temporary  appointments  of  dif- 
ferent kinds,  that  it  has  largely  lost  any  meaning  that  it  might 
have  had.  It  is  v/ell  for  this  term  to  be  reserved  for  the  use  here 
^Iven  it.  The  emergency  appointment  should  be  limited  to  the  short 
period  necessary  to  accomplish  action  under  one  of  the  other  provi- 
sions for  filling  vacancies.  The  usual  limitation  is  to  ten  or,  at 
most,  fifteen  c.ays . 

This  v;hole  discussion  of  temporary  appointments  is  based 
largely  on  considerations  that  are  involved  v;hen  a  formal  system  of 
regular  appointments  on  competitive  tests  is  in  more  or  less  nearly 
complete  effect.   It  would  need  to  be  modified  in  its  application 
to  a  service  to  v/hich  a  less  formal,  or  less  nearly  complete,  appli- 
cation of  such  a  system  is  made. 

Appointments  by  Way  of  Exception  to  Competitive  T.Ierit  Provisions; 

Large  n^lmbers  of  positions  are  commonly  excluded  (as  i:yr;- 
classifiod,  or  excepted)  from  the  operation  of  all  or  most  of  the 
provisions  of  a  public  personnel  system.   As  a  rule,  the  personnel 
agency  is  considered  to  have  no  functions  in  relation  to  most  such 
positions.   It  attempts  to  exercise  no  control  over  appointments  and 
chap^es  in  status  or  separations,  with  reference  to  them.   These  are 
"eft  entirely  to  the  uAcontrolled  judgment  of  the  appointing  officers, 
sbviously  none  of  the  matters  discussed  under  the  preceding  headings, 
elating  to  filling  of  positions,  and  those  that  follow  regarding 
hanges  ejrid  separations,  have  any  application  to  such  positions  when 
hey  are  regarded  in  this  light.   Usually  one  of  the  m2.in  considera- 
ions  in  excluding  some  positions  from  requirements  applicable  to 
others,  is  to  permit  them  to  be  filled  and  vacated  for  personal  or 
partisan  reasons,  and  changes  to  be  made  on  similar  grounds,  without 
control.   Other  positions  often  are  excluded  from  requirements  of 
:;ompetitlon  or  from  all  requirements  of  formal  tests.   These  the 
;crsonnel  agency  usually  has  some  control  over. 

It  is  easy  to  see  that  the  personnel  agency  should  have  at 
-east  some  functions  v/ith  regard  to  all  such  excluded  positions,  if 
5nly  those  of  keeping  record  of  the  facts  ivithout  attempti^  t« 
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exercise  any  control.   This  is  important  if  only  to  Insure  that 

records  relating  to  all  positions  in  the  service  are  available  at 
a  central  point.   But  there  is  another  feature  of  importance,  evejR 
if  the  personnel  agency  is  not  to  "be  given  any  control  over  the 
actual  handling  of  personnel  processes  relating  to  some  such  ex- 
cluded positions. 

It  is  obvious  that  there  should  he  some  agency  empowered 
to  say  that  a  position  is,  or  is  not,  of  a  character  to  which  an 
excluding  provision  actually  applies.   None  other  is  in  so  good  a 
position  to  exercise  this  function  as  the  personnel  authority. 

Going  a  step  further,  it  is  clear  that  since  every  posi- 
tion in  a  service  is  a  position  of  some  kind  or  class,  every  posi- 
tion in  the  service  ought  to  be  included  in  the  classification  plan. 
Such  a  plan,  in  its  essence,  is  merely  a  device  for  presenting  a 
clear  picture  of  the  different  kinds  of  positions  that  exist  in  the 
service,  distinguishing  the  different  kinds  from  each  other,  and 
designating  each  kind  by  an  appropriate  title  duly  related  to  those 
of  other  cIc.ssgs.   Obviously  the  picture  is  not  complete  unless  all 
posicioiis,  of  every  kind,  are  included  in  it. 

Obviously,  to»,  there  is  no  position  in  a  service  that 
[carjiot  properly  bo  brought  within  the  purvievi:  of  the  compensation 
plan  in  effect. 

So,  taking  all  of  these  considerations  together,  the  por- 
ncnnol  agency  should  have  at  least  sufficient  control  over  appoint- 
nj^-ts  to  positions  excluded  from  the  application  of  any  or  all  pro- 
visions of  a  personnel  system  to  insure  that  each  such  appointment 
i,"  actually  to  such  an  excluded  position  not  already  occupied  by 
,;.r.other  incumbent,  and  that  the  class  title  and  rate  of  pay  accord 
..1th  the  classification  and  compensation  plans.   All  appointments, 
::rA   all  changes  affecting  incumbents,  relating  to  such  positions, 
.7:iould  accordingly  be  reported  to  the  personnel  agency,  and  be  re- 
corded.  The  audit  office  should  require  the  personnel  agency's 
-approval  of  each  appointment  and  change,  as  a  certificate  of  regu- 
larity on  these  points,  before  approving  payments. 


Some  public  porsoAnol  systems  provide  for  a  category  of 
''non-compctitivc"  positions  to  which  appointments  are  made,  under 
the  control  of  the  personnel  agency,  by  meajns  of  mere  qualifying  or 
'pass"  examinations.   As  later  brought  out  in  this  report,  there  is 
Little  ground  for  such  a  category  in  a  service  in  which  competitive 
aorit  requirements  are  applied  as  the  general  rule. 

But  at  other  points  in  this  report  it  has  been  suggested 
;hat  if  Montana  is  not  ready  to  go  the  whole  way  in  establishing  a 
competitive  system,  it  can  still  reap  substantial  benefits  from  aj; 
-nformal  testing  procedure,  which  preferably  would  be  competitive 
)ut  which  might  go  no  further  than  non-competitive  qualifying  tests. 

Non-competitive  tests,  if  used  under  the  policy  in  effect, 
an  be  applied  cooperatively,  v.-lth  the  assistance  of  employes  of  the 
several  agencies,  1^  accorda;;ce  with  standards  and  methods  imposed  by 
:hG  persQfi;n,el  agency  and  under  its  general  supervision* 
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Increases  In  Pay: 


Increases  in  pay  are  quite  coiranonly  confused  with  pro- 
motions, particularly  in  services  to  which  comprehensive  personnel 
systems  have  not  been  applied.   Often  every  increase  in  compensation 
;  is  called  a  promotion  even  when  there  is  no  change  at  all  in  duties. 
j  On  the  other  hand,  changes  to  more  difficult  and  more  responsible 
IdTities  very  often  are  treated  as  mere  matters  of  assignment  and  are 
I  given  no  recognition  as  promotions,  often  not  even  affecting  either 
:  the  titles  or  the  rates  of  pay  of  the  employes.   The  result  is  that 
!  in  such  a  service,  employes  on  more  difficult  and  responsible  v;orlr 
I  are  often  found  working  under  titles  and  at  rates  lower  than  employes 
I  with  less  difficult  and  responsible  work,  who  may  even  be  subordiAa.te 
'to  them  and  work  under  their  direction. 

It  is  obvious  that  a  clear  distinction  should  be  made  be- 
tween a  mere  increase  in  pay  and  a  promotion.   The  latter  tern  should 
bo  used  to  apply  only  to  a  change  from  a  lower  to  a  higher  position, 
as  measured  by  duties,  whether  or  not  it  is  accompanied  by  a  change 
in  compensation,  or  in  title.   But  in  a  service  to  which  classifica- 
tion and  compensation  plans  iiave  been  applied,  a  true  promotion  would 
carry  with  it  changes  in  both  these  respects.   Since  it  involves  a 
change  from  a  position  of  one  class  to  a  position  of  another  class, 
a  change  in  title  v;ould  naturally  be  involved.   Since  it  involves  a 
cha;f;ge  from  a  lower  position  to  a  higher  one,  there  should  also  be 
a  change  in  compensation.   But  because,  in  some  personnel  systems, 
the  scales  of  pay  of  higher  and  lower  classes  are  m.ade  to  overlap, 
and  in  some  cases  personnel  s^^'stems  are  incomplete  to  the  extent  of 
r.'^t  applying  consistent  compensation  plans,  it  is  necessary  to  in- 
clude in  the  concept  of  a  promotion,  a  change  to  a  position  of 
hi^^her  duties  even  where  there  is  no  immediate  change  in  compensa- 
r,ion.   I'/here  a  compensation  plan  is  in  effect,  the  definition  of  pr©- 
niotion  desirably  should  include  a  reference  to  a  change  from  a  lower 
p.'sition  to  a  higher  one  for  v;hich  a  higher  maximura  rate  of  compensa- 
_tion  is  prescribed. 

Under  a  complete,  modern  personnel  system,  including  a  com- 
pojisation  plan  consisting  of  scales  of  pay  for  the  several  classes, 
3ach  scale  comprises  a  series  of  rates.   The  best-accepted  policy  as 
bo  entrance  rates  is  to  require  appointments  to  positions  of  any 
lass  to  be  made  at  the  minimum  of  the  scale  for  the  class.   In  a 
ase  of  transfer  or  reinstatement,  a  new  employe  enters  a  position 
it  a  rate  of  the  scale  no  higher  than  that  he  last  received  in  his 
?ormer  position  or,  if  his  former  rate  was  higher  than  the  maxim\im, 
ha;ri  at  the  maxiimim  rate  of  the  scale.   A  promotion,  like  an  original 
ippointment,  shoixld  be  made  at  the  minimum  rate,  except  in  the  case 
)f  overlapping  scales  where  the  employe  has  been  receiving  more  than 
:he  minimum  of  the  new  scale,  in  which  case  the  same  rule  would  apply 
■IS  Ij^  the  case  of  a  transfer  or  a  reinstatement. 

Increases  in  pay  of  employes  while  they  continue  on  the 
luties  of  a  class  are  Intended  to  serve  as  rewards  for  faithful  and 
ifiicient  work  and  for  improvement  and  development  v/hich  make  the 
mployes  more  valuable  to  the  service.   Those  beneficial  results  are 
.r.rgely  lost  when  provision  is  made  for  the  increases  in  pay  to  be 
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a'aronatic,  or  v/lien  thev  ter.c.  tc  cecone  so  in  practice.   There  13  a 
tendsr.cy  tliat  is  hard  to  cour.teract,  but  that  should  te  resisted 
strer.uouslT,  for  it  tc  ce  regarded  more  or  less  as  a  right  for  each 
enpioye  zo   "be  advarxed  hy  successive  arj-ual  increases  fron  rate  to 
rate  "^^thin  the  scale  for  his  class,  regardless  of  his  competency 
or  interest  in  h-is  v.ori:,  or  any  improvenent  he  has  shovm.  Employes 
naturally  exer-o  ail  the  ir-fluenco  that  they  can  in  thJ.s  direction. 
Smploying  officers  usually  are  complaisant  cecause  they  do  not  like 
to  have  to  mairo  dis-inctions  among  employes,  as  "by  reconimunding  some 
for  increases  and  not  others. 

Such  a  policy  of  automatic  increases  is  an  expensive  one. 
It  is  expensive  in  direct  cost  because  it  results  in  paying  out 
large  amounts  iR  additions  to  salaries  of  employes  who  have  not 
ear-jfjod  th.em.   But  it  is  most  expensive  in  the  losses  that  result 
to  tiie  service  from  the  failure  to  make  the  salary  increase  polioy 
contricute,  to  more  and  betrcr  service  and  better  employe  content- 
ment and  morale,  such  as  7;ould  result  free:  using  the  increases  as 
reTrar-ds  in  cases  in  v.-hJ.ch  they  are  merited  and  such  cases  alone. 
"iten  a  salary  scale  for  a  class  is  correctly  applied,  only  the  best 
employes  ever  get  tc  the-  top.   The  average  competent  employe  car,not 
expect  tc  get  past  the  middle  of  the  scale.   Employes  '.vho  are  barely 
sarisfactory  stay  at  the  bottom  of  the  scale  or  near  it.   Those  v?ho 
completely  fail  ~e  make  good  are  demoted  or  separated  completely 
from  the  service. 

An  effective  service  rating  system  is  practically  essen- 
ti-1  to  the  operation  of  a  plan  of  salary  increase  along  these  lines. 

There  should  be  general  regulations  prescribii:;g  the 
periods  of  service  required  for  salary  increases  from  rate  to  rate 
rriLhin  the  scale  for  a  class,  and  the  required  standards  and  proffs 
of  merit  needed  to  establish  the  right  to  increase  from  step  to 
step  vithln.  the  scale,  a^d  likewise  standards  of  minimum  acceptable 
service  ?d.th  provision  for  reduction  of  pay,  demotion,  or  removal 
of  those  vTho  fail  te  meet  these  standards. 

When  employes  that  h^ave  earned  advancement  tc  the  higher 
rates  of  their  scales  leave  their  positions,  the  rates  should  auto- 
Eiatically  gc  back  to  the  r_lr,imums  for  the  nev.-  appointees,  vrho  v;©uld 
in  their"  turn  h^ve  to  earjr;  the  rigi^t  to  successive  increases  tc  the 
higher  rates.   This  provision  would,  supply  incentive  to  efficient 
service  afc.d  result  in  economy,  v.-ith  fairness  to  the  employes. 

.-.ivancemer,t  tc  a^y  rate  of  pay  in  excess  of  the  maximum 
scale  for  a  class  should  be  sec-ored  solely  by  means  of  qualifyir^ 
for  promotion  to  a  position  of  higher  duties  and  responsibilities, 
ar.d  thus,  by  a  definite  ch-ange  from  a  position  of  one  class  to  a 
position  of "  a  different  and  higher  class, involving  higher  duties 
and  responsibilities  hence  a  proportionately  higher  scale  of  pay. 

In  iContana,  the  matter  of  salary  increases,  in  the  absence 
•f  any  standards  of  relative  value  of  different  employments,  such  aa 
good  classification  and  coripensation  plans  provide,  h^ve  not  been 
systematically  haridled. 


'J.I 


56 

by  the  joint  merit  system  council  and  with  some  other  isolated  ex- 
ceptions, the  rate  of  pay  is  usually  a  single  rate  for  a  position. 
No  plan  of  increases  for  meritorious  service  exists,  except  as  in- 
dividuals may  secure  increases  by  appeals  to  the  proper  authorities. 
The  largo  number  of  salaries,  oven  for  minor  positions,  fixed  by 
statute  interferes  with  any  orderly  plan  for  increases  as  an  Incejn- 
tivo  for  employes.   Under  such  circumstances,  it  v;lll  be  fo\ind  that 
certain  individuals  and  groups,  in  whose  favor  pressure  for  ijacroases 
\:is  been  strongest,  have  received  increases  disproportiono.to  to  those 
dlowed  for  loss  vocal  groups.   A  good  compensation  plan,  such  as 
that  outlined  earlier  in  this  report,  should  provide  an  effective 
basis  for  judgm.ent  of  the  relative  values  of  the  different  employ- 
ments.  By  its  means,  the  correct  relative  rates  for  all  positions 
can  be  determined  almost  automatically.   This  should  make  it  pos- 
sible to  relieve  appointing  authorities  of  the  burdensome  and  thaAk- 
less  task  of  passing  on  each  individual  case.   The  whole  procedure 
should  be  made  one  of  standardized  routine. 

Provisions  for  Training : 

Increasing  attention  is  being  given  to  training  as  a  means 
of  providing  more  efficient  employes,  in  public  services  in  general, 
provisions  for  training  are  of  two  general  kinds,  those  by  v;hich 
intending  applicants  are  prepared  for  specific  fields  of  v/ork,  de- 
signed generally  to  preps.re  for  entrance  into  these  fields  in  the 

ablic  service,  a^d  "in,-service"  training  providing  means  by  which 
c.iiployes  can  im.prove  their  ability  on  the  v.'ork  that  they  are  doing, 
or   prepare  for  advancement  to  higher  positions,  or  both. 

Training  of  the  first  type  is  provided,  usually  without 
spoclal  reference  to  the  public  service,  by  colleges  and  other 
schools  that  offer  courses  in  medicine,  law,  social  service,  account- 
ing, stenography,  and  typewriting,  and  other  specialties.   There  has 
been  considerable  recognition  in  recent  years  of  the  special  condi- 
tions and  requirements  of  public  services,  and  more  or  less  well- 
organized  efforts  have  been  applied  by  administrators  and  educatio?;- 
al  authorities  to  get  together  on  programs  of  special  preparation 
for  particular  lines  of  work  in  them. 

Likewise  interest  and  activity  have  been  increasing  with 
reference  to  training  of  employes  already  in  the  service.   The 
methods  ha.ve  embraced  provisions  for  attendance  at  regular  classes 
of  established,  educo.tional  institutions,  provisions,  in  cooperatio;i 
with  such  Institutions,  for  extension  classes  specially  provided  for 
employes,  rgid  utilization  of  the  regular  correspondence  courses  of 
such  institutions,  or  others  specially  adapted.   Besides,  special 
classes  and  courses  often  cire  inaugurated  v/ithin  the  public  service 
itself,  of  general  application  or,  more  commonly,  along  specialized 
linos  within  individual  agencies  to  qualify  employes  on  the  special- 
ized techniques  of  the  particular  work  they  have  Ijri  hand  and  prepare 
them  for  advaAccmont. 

It  is  well  v/ithin  the  functions  of  a  central  poysorjael 
agency  to  interest  itself  actively  in  such  matters.   It  is  iVi  \-er- 
haps  the  best  position  to  deal  with  the  authorities  of  collebc^  aftd 
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other  educational  institutions  with  a  viev;  to  the  inauguration  of 
training  courses  to  prepare  for  types  of  positions  for  v;hich  the 
supplies  of  qualified  people  are  insufficient,  or  for  which  higher 
or  better  directed  courses  of  preparation  are  desirable. 

It  is  also  in  the  raost  advantageous  position  to  foster  and 
pror-iote  provision  for  in-service  training  by  contact  with  administra- 
tive authorities,  those  of  educational  institutions  that  might  pro- 
vide acceptable  offerings  for  the  purpose,  and  groups  of  eiriploj^es 
who  are  interested,  or  might  be  interested,  in  courses  of  training. 

Montana  loas  no  general  provision  for  organized  efforts 
along  these  lines.  In  general,  the  matter  is  allowed  to  take  care 
of  itself,  and  each  employe  carries  his  ovm  responsibility  for  im- 
provement and  preparation  for  advancement.  In  the  absence  of  gen- 
eral and  recognized  policies  and  pi-ocedures  for  promotion,  the  en- 
couragement to  employes  to  improve  and  develop  themselves  is  not 
so  strong  a.s  it  would  bo  otherv;lse. 

Periods  of  Employment; 

^IhL?_^_?.?ALy_  ^or  Time  Basis  of  Meas uremont  of  Servic c ;   Con- 
sistency of  "pbricy'rc'garding  service  that  "shall  bo  renderodT'in  the 
various  positions,  for  the  amounts  of  pay  accorded,  is  a  rather  im- 
portant element  in  any  sound  personnel  system.   Obviously  there 
should  bo  a  definite  and  clear  relation  between  service  rendered 
a^d  pay.   Otherwise  there  is  no  means  of  determining  the  fairness 
and  equity  of  the  rates  and  amounts  of  payment  from  one  position  to 

Luothor.   Since,  ordinarily,  wide  disparities  do  exist  in  the  rola- 
tirj::^s  of  time  engaged  to  the  rates  of  pa^-ment,  as  between  positions 

iliko  in  the  n.aturo  of  thoir  duties,  fairness  and  equity  demand  con- 
sistojut  application  of  time  lacasures. 

Extent  of  service,  measured  on  a  time  basis,  is  affected 
ry  the  hours  of  service  required  a  day  and  a  week,  the  holidays  al- 
lowed, the  vacatiojr;  periods  made  available,  and  leaves  of  absence, 
uncontrolled  af;d  unrecorded  absences,  late  arrivals,  and  early  de- 
partures . 

There  can  be  no  equity  in  a  situation  in  which  any  ty/o 
employes  engaged  upon  exactly  the  same  kind  of  work  are  given  widely 
different  privileges  in  these  regards.   Those  familiar  with  any  pub- 
lic service  should  know  that  where  general  policies  of  consistent 
applicatiojT,  are  not  in  effect,  the  practices  in  these  respects  vary 
v/idely  from  one   department  to  another,  even  in  the  cases  of  rank  and 
file  employes  of  similar  types.   Some  department  heads  are  strict  in 
their  enforcement  of  attendance,  af^d  in  their  control  of  vacations 
and  other  leaves  of  absence.   Others  are  extremely  lenient  in  these 
regards.   The  treatment  often  varies  a.-  between  employes  of  the  same 
aepartmont  or  office. 

It  stands  to  reason  that  if  uniform  scales  of  pay  are  ap- 
plied for  positions  of  the  same  kind,  uniform  standards  as  to  the 
periods  of  service  required,  and  the  authorized  holidays,  vacations. 
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and  other  leaves  of  absence  to  "be  allowed,  need  to  be  established 
and  unifor-iiily  applied. 

By  this  it  is  r;ot  meant  to  say  that  the  hours  of  work, 
vacations,  and  leaves  of  absence  need  be  identical  for  all  different 
kifuis  of  emplo;^nnent  in  any  service,  but  it  is  Important  that  there 
be  consistent  policies  that  should  be  Imposed  by  central  authorities 
and  regulated  by  central  control.   Ivlatters  should  not  be  left  to  the 
v/hlns  of  the  individual  operating  executives,  either  as  to  the  poli- 
cies to  bo  applied  or  as  to  the  leniency  or  strictness  with  which 
the  requirements  are  enforced. 

The  rates  of  pay  in  the  com.pen^'^.tion  pl"-U  offered  as  one 
of  the  products  of  the  present  study, 

The  rates  of  pay  in  the  kind  of  compensation  pl3.n  discussed 
iR  this  report  are  the  amounts  intended  to  be  paid  for  full-time  em- 
ploionent.   It  is  proposed  that  procedures  be  applied  by  v.'hich  but 
proportionate  pa.rts  of  the  full-time  rates  provided  in  any  compensa- 
tion plcn  adopted  will  be  paid  in  any  cases  in  which  less  than  full- 
time  service  is  actually  rendered.   VJhat  is  to  be  accepted  as  full- 
time  employmej^t  should  be  prescribed  by  specific  rule  or  regulati^, 
which  should  apply  to  r,ll  types  of  positions  regardless  of  rank  or 
official  standing.   Positive  evidence  of  the  extent  of  actual  service 
should  be  required  as  a  basis  for  audit  of  every  payment,  under  these 
previsions . 

Hours  of  Service:   There  are  several  variations  in  the 
loai's  of  duty  required  in  the  various  units  and  also  as  between  dif- 
ferent groups  of  employes  within  given  units.   The  most  common  num- 
ber of  hours  for  full-time  positions  is  59  a  week,  with  an  occasional 
i-ii :juirement  of  service  on  Saturday  afternoons.   The  latter  situatioj^ 
in   the  co.pitol  offices  is  the  result  of  an  outmoded  law  requiring 
oublic  offices  to  remain  open  on  Saturday  afternoons,  although  lit- 
b].G  business  is  transacted.   There  seems  to  be  no  reason  for  con- 
"ii-nuing  this  act  in  force,  since  it  is  honored  more  by  way  of  evaslo/*^ 
han  by  v;ay  of  strict  application. 

It  is  proposed  that  hours  of  service  be  standardized  for 
'.11  units,  v;ith  due  regard  to  differences  warranted  by  variations  i;; 
:inds  of  employment,  as  between  groups  of  employes.   Recognition 
'.hould  bo  given  to  the  types  of  emplo^Tnent,  such  as  professional, 
;lerical,  attendant,  domestic,  and  labor  but  the  hours  for  each  type 
f  omplo'TiLcnt  should  be  standardized  as  between  units. 
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Ijd  several  of  the  state  agencies,  overtime  is  put  in  by 
ome  individuals  without  additional  compensatioj;  due  to  the  nature 
f  duties  or  shortage  of  persor^el.   Of  covirse,  employes  should  co 
-xpected  to  take  enough  Interest  in  their  work  to  meet  any  unusTial 
on3.f^s    of  the  work.   But  any  special  conditions,  necessitating  ex- 
ensive  overtime,  should  be  met  by  staff  adjustments,  so  as  to 
qualizo  the  burdens  from  one  ujiit  to  another.   This  should  be  a 
poci?.l  concern  of  a  cof^tral  personnel  agency. 

Holidays  a;^^d  Leaves  of  Absence;   The  laws  of  Montana  pre- 
orlbo  tei\  official  holidays  In  addition  to  general  election  days, 
-"i'-re  is  no  general  policy  throughout  the  state  agencies  as  to 
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vacation  allowances,  although,  tv/elve  working  days  is  the  most  coiiimon 
leave.   Considerable  variation  among  the  different  agencies  has  been 
found  v.'ith  respect  to  sick  leave.   Some  agencies  allow  one  day  a 
month,  some  allov;  one  and  one -half  days  a  month,  and  others  have  no 
set  policy  but  allot;  leaves  in  individual  cases  at  the  discretion 
of  the  appointing  officers.   There  are  even  variations  v/ith  respect 
to  sick  leave  r.llowances  among  the  tliree  agencies  served  by  the  joint 
merit  system  council.   The  heads  of  the  several  state  agencies  have 
the  sole  authority  in  determining  such  matters  as  whether  an  em- 
ploye's vacation  must  be  taken  all  at  one  time  or  may  be  divided  in- 
to different  periods;  the  periods  of  employment  to  be  required  before 
vacation  privileges  accrue;  the  conditions  under  v/hich  sick  leave  may 
be  granted)  and  whether  sick  leave  may  bo  accuinulated  from  year  to 
year  or  :-nust  lapse  at  the  end  of  the  year. 

Lack  of  uniform  standards  and  their  consistent  application 
as  to  tho  periods  of  formal  leave  of  absence,  as  for  vacations  and 
sickles?.,  cere   not  so  serious  in  their  effects  as  absences  informally 
permitted.   That  is  where  the  greatest  unfairnesses  as  bet-;veen  dif- 
ferent employes,  and  the  greatest  losses  and  Y;astes  of  service  that 
is  pr.id  for,  but  not  rendered,  are  commonly  found  in  public  services 
v/hore  definite  policies  are  not  in  force  and  specific  procedures  are 
not  applied  to  control  them.   There  are  no  records  or  other  means  of 
ascertaining  tho  extent  of  such  losses  and  inequities  in  Kontana  but 
checks  thjat  have  been  made  in  other  services  have  shovai  that  losses 
01  employe  time  from  such  absences  amount   to  almost  unbelievable 
totals. 

Clearly,  general  policies  should  be  established,  v.'ith  pro- 
c£:lure  by  which  their  consistent  application  can  be  insured.   Such 
r.;atters  should  not  be  left  to  the  uncontrolled  judgment,  possibly 
eve^  whim,  of  administrative  officers,  from  v/hich  inequities  and 
./astes  are  bound  to  result. 

A  desirable  plan  of  general  regulations  for  leaves  of  ab- 
-  jnoe  provides  for  leaves  v/ith  pay,  limited  to  two  types  -  annual 
.eavo  and  sick  leave.   Further  provision  v/ould  be  made  for  leaves  of 
absence  without  pay  and  for  action  on  absences  without  leave. 

The  sick  leave  allowance  should  preferably  be  on  a  cuinula- 
:ive  basis.   B^Tnis  is  meant  that  any  of  tho  allov/ance  not  used  in 
given  periftd  would  be  added  to  the  allowance  of  the  next  succeeding 
jriod  up  to  a  stated  maximiim. 

Aft  allowance  of  tv/olve  days  a  year,  or  one  day  a  month,  is 
Vaggosted,  to  accumulate  for  a  maximiim  of  five  years,  to  a  possible 
■:otai  of  sixty  v/orking  days  if  none  of  the  allowance  is  sooner  used. 
"his  plan  v/ould  provide  for  taking  care  of  tho  more  common  short 
)oriods  of  ill^^oss  o.-/id,    at  tho  same  time,  v/ould  make  reasonably  ade- 
juato  provision  for  occasional  extended,  and  often  <5atas trophic, 
)erifxis  of  serious  illness.   ^ut  it  v/ould  accomplish  this  latter  end 
'ithout  the  unfairness  and  discrimination,  as  between  different  em- 
)loyos,  that  is  involved  in  tho  present  practice  of  treating  oaoh 
ase  "on  its  merits"  v/ithout  regard  to  consistency  or  standardization • 
n  employe  v/ho  becomes  incapacitated  for  duty  in  one  unit  may  now  be 
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allowed  practically  indefiuite  leave  of  absence  with  pay,  whereas 
another  under  exactly  corresponding  conditions  may  be  dropped  from 
the  payroll  temporarily  or  permanently,  after  a  short  period  of  per- 
mitted absence  with  pay. 

The  sugc];ested  plan  would  tend  to  reduce  malingering  and 
inclination  of  employes  to  report  themselves  ill  for  allowances  of 
absence  for  sickness  at  the  slightest  excuse,  as  often  happens  under 
; other  plans  of  sick  leave  allowances,  because  it  v/ould  afford  an  in- 
ducement for  the  employes  to  regard  the  sick  leave  allowance  as  a 
valuable  d.sset  to  be  conserved  for  emergencies  in  which  resort  to 
it  is  of  vital  importance. 

Of  course,  the  sick  leave  provisions  woiald  ha.ve  no  applica- 
tion to  illness  and  injury  for  v/hich  the  work  itself  is  directly 
responsible.   These  would  be  taken  care  of  as  a  responsibility  of 
the  state  as  employer  under  worlanen's  compensation  provisions. 

The  annual  loavo  provision  would  be  intended  to  include 
the  cuatoLiary  allov;ance  for  vacation  and  every  other  provision  for 
allowanco  of  absence  with  pay  except  sick  leave.   If  all  classes  of 
leave,  except  sick  leave  are  included,  a  standard  annua.l  allowanco 
of  18  days  -  one  and  a  half  da.ys  a  month  -  is  suggested. 

In  coruaoction  with  both  the  annual  and  the  sick  leave  al- 
lowaAces,  provision  should  be  made  for  the  standard  allov;ances  to 
accrue  to  temporary  and  part-time  employes,  and  nev;  employes  who  have 
worked  less  thiR  a  year,  ±n   proportion  to  their  actual  periods  of 
employment. 

Provision  should  likewise  be  made  for  loaves  of  absence 
without  pay  a^d  for  their  rejftriction  to  cases  in  which~Ehc  interests 
of  the  service  are  conserved,  or  at  least  are  not  prejudiced,  by  ab- 
jscnces  allowed  under  its  provisions.   Above  all,  it  should  bo  the 
policy  of  the  state  to  frov;n  upon  leaves  of  absence  without  pay  for 
•Jxtended.  periods  during  which  the  positions  are  kept  open,  by  re- 
iourse  to  temporary  appointments  or  otherwise,  for  the  return  of  the 
employes  oj;  leave.  lj\   particular,  it  should  be  the  policy,  in  cases 
jf  employes  desiring  leave  of  absence  to  try  out  other  cmplo;>T;icnts 
or  b^isinesses  with  a  view  to  resignation  on  meeting  with  success,  to 
reqrdrc  the  employes  to  take  such  ventures  at  their  own  risk  by  re- 
signir^  axid  taking  their  chances  of  later  reinstatement  or  reomploy- 
cicnt  i^  case  they  then  desire  to  be  taken  back  into  the  service. 

It  should  be  made  clear  that  every  absence  permitted  repre- 
eftts  a  privilege,  and  not  a  right.   So  far  as  practicable,  leave  of 
ibscnce  should  bo  applied  for  and  specifically  authorized  beforehand, 
and  absence  should  be  permitted  only  for  such  times  as  the  employes 
30nocr?icd  can  be  spared,  v;ith  the  interests  of  the  work  primarily  in. 
(riew.   Prior  authorization  of  leaves,  of  course,  is  not  always  practi- 
cable, particularly  in  cases  of  Illness  and  other  emergencies.   But 
prompt  notification  of  superiors  in  such  cases  should  be  insisted 
Upon  -s  a  matter  of  current  practice. 
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There  should  be  provision  for  enforcing  a  general  policy 
against  the  making  of  teraporary  appointments  or  other  provision  for 
suostitutes,  to  talre  the  place  of  absent  employes,  at  the  expense  of 
the  state.   There  \/ill,  of  course,  be  cases  in  which  leave  of  absence 
cannot  be  granted  v;ithout  provision  by  means  of  substitutes  for  ^ceop- 
ing  necessary  work  going,  but  these  cases  should  be  reduced  to  the 
minimuiTi  and  the  general  policy  be  that  the  work  of  an  absent  employe 
bo  absorbed  by  others  in  the  organization,  or  be  loft  to  accumulate 
for  hiiii  to  catch  up  on  upon  his  return,  v;here  promptness  in  keeping 
it  up  to  date  is  not  essential. 

Every  absence  not  covered  by  a  formal  grant  of  leave  of 
absonco  shoixld  "be  treated  as  a  leave  without  pay  and  result  in  a 
proportionate  deduction  from  pay.   In  addition  it  should  be  treated 
as  a  natter  calling  for  disciplinary  action  even  to  the  extent  •t 
removal  ijn  an  aggravated  case. 

Control  of  Attendance  and  Absonco;   As  has  been  indicated 
ijn  the  procodlAg  cfiscussion,  il:  is  not  enough  to  proscribe  what 
s-:.rvico  shall  me   required  and  what  absences  can  be  permitted,  to 
Ijrjsurc  the  carrying  into  effect  of  a  policy  established  to  govern 
such  matters.   There  needs  to  be  a  thorough -going  procedure  by  which 
to  see  that  the  policy  expressed  is  actually  carried  out,  if  very 
considerable  losses  and  substantial  variations  in  the  strictness  of 
enforcement  from  one  unit  to  another  resulting  in  unfair  discrimina- 
tion, are  to  be  prevented. 

Effective  application  of  such  policies  can  be  insured  only 
by  mear,s  of  a  procedure  by  which  the  actual  payments  to  employes  are 
baaed  upon  adequate  and  positive  information  as  to  the  service  actu- 
ally rendered  and  the  absences  from  duty  that  actually  occur. 

The  existing  practices  as  to  attendance  records  have  not 
boon  standardized  and  vary  widely  among  the  state  agencies.  1^   some 
oases,  no  records  are  made  and  reliance  is  placed  on  mere  observa- 
tion by  supervisors.   In  other  agencies,  as,  for  example,  in  the 
tlirce  agencies  served  by  the  joint  merit  system  council,  attendance 
records  are  kept  and  used  as  a  basis  for  preparing  paj-rolls.   Some 
chock  •n  the  activities  of  field  employes  is  furnished  by  means  of 
daily  •v   weekly  work  reports  in  several  agencies.   More  exact  records 
a»o  kept  by  most  of  the^ agencies  whore  hourly  or  daily  rate  employes 
are  concerned. 

The  payrolls  are  prepared  by  the  several  agencies,  often 
as  a  matter  ©f  routine,  each  one  being  copied  from  the  one  preceding 
except  as  f\ev}   appointments  and  changes  call  for  modification.   Then£; 
is  nothing  on  the  payroll  to  shov/  the  actual  facts  as  to  the  service 
performed.   It  is  only  a  presumption  that  payrolls  are  based  upoorj 
actual  records  or  information  that  service  has  actually  been  per- 
fflpmod  fftr  the  full  period  for  which  payment  is  proposed  to  be  made. 
The  signatures  of  certifying-  officials  on  such  payrolls  tend  to  be 
attached  in  a  rather  perfunctory  way. 

Payrolls  co  prepared  and  presented  are  audited  largely  by 
comparison  af  each  payroll  with  a  card  file  in  the  office  of  the 
clerk  of  the  state  board  of  examiners  which  shov/s  the  narje  of  the 
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employe,  the  salary  rate,  and  the  authority  for  employment.   But 
there  is  nothlAg  in  such  audit  procedure  adapted  to  detectirig  cases 
of  employes  whose  names  appear  on  the  payroll  as  entitled  to  the 
full  amounts  of  payment  for  peri  ods  in  which  they  have  rendered  no 
service  at  all,  or  less  service  than  that  represented  by  the  amounts 
of  payment  claimed.   Thus  the  v;ay  is  left  wide  open  for  any  admini- 
strative •fficial  to  apply  any  policies,  or  even  whims,  that  his  ov.x. 
judgments  or  desires  may  dictate,  in  spite  of  any  general  policies 
that  a  central  authority  inay  undertake  to  prescribe. 

The  only  effective  way  to  meet  this  situation  and  provide 
for  the  consistent  application  of  any  definite  policies  adopted  is 
that  of  a  thorough  going  and  painstaking  audit  of  salary  pa^mients 
OR  the  basis  of  positive  and  independent  information  as  to  the  actu- 
al facts  involved  in  the  employment. 

Resistance  is  to  be  expected  to  any  time-reporting  require- 
raents,  particularly  on  the  part  of  many  employes  of  administrative 
and  professional  type  who  may  regard  any  requirement  of  tim.e  record- 
:^r^S  or  reporting  as' beneath  their  dignity.   But  the  importance  of 
such  positive  records  is  so  great  that  this  requirement  should  be 
insisted  upon  as  a  basic  essential  for  authorization  of  payments. 

Discipline; 

Discipline  involves  any  measures  that  may  be  applied^  tf^ 
employes,  for  corrective  or  punitive  purposes,  with  a  view  to  in- 
fluencing their  attitudes,  or  those  of  other  employes  in  the  service 
toward  their  emplo:,rment.   They  may  vary  from  the  comparatively  light 
ones  of  withholding  privileges,  of  cautions,  and  of  reprimands,  to 
the  more  drastic  ones  of  suspension  or  removal. 

Discipline  in  the  first  instance  is  a  responsibility  of 
the  adjministrative  authority  in  charge  of  an  activity.   But  the  per- 
eojjnel  agency  should  be  interested  in  the  matter  also  from  the  stajTp- 
T'd^iTt  of  prevention  of  unfairnesses  and  that  of  maintaijiing  high 
fiorale,  as  well  as  that  of  preventing  losses  of  good  employe  material 
tlirough  more  drastic  action  than  circumstances  demand. 

These  ends  are  to  be  secured  by  means  of  advice  and  con- 
sultation with  appointing  authorities  and  employes,  resort  to  the 
transfer  and  reemDlopnont  devices  in  cases  in  v;hlch  discrimination 
against  employes  are  shov/n  and  in  v.'hich  conditions  of  better  under- 
standing and  fair  play  carjiot  be  brought  about.   In  none  other  than 
extreme  cases,  such  as  involved  in  removal  of  valuable  employes  of 
one--oosition  classes,  whose  cases  could  not  Tee  adjusted  otherwise, 
should  there  be  any  question  of  overruling  the  action  of  an  admini- 
strative authority. 

Removals  (including  suspensions),  transfers,  demotions, 
and  retirements,  all  of  v/hich  may  be  involved  in  disciplinary  cases, 
are  discussed  as  persorjiel  processes,  elsev/here  in  this  report. 


'■Velfare  and  Korale; 

There  have  been  frequent  references  throughout  this  report 
to  the  desirability  of  doing  everything  possible  to  keep  up  the 
morale  of  employes  in  the  service.   The  principal  objectives  are  to 
(induce  qualified  persons  to  v/ant  to  enter  the  service  and  to  induce 
i  those  v/ho  do  enter  to  give  their  best  efforts  to  providing  the  high- 
iest  possible  service  that  they  are  able  to  render  and  to  prepare 
themselves  for  advancement  in  the  service.   Appointment,  retention, 
and  promotion  strictly  in  accordance  with  merit,  compensation  in 
accordance  with  work  done,  consistency  of  policy  and  equality  of 
opportunity  as  to  promotion,  pay  increases,  and  other  matters  in- 
volved in  personnel  administration,  are  factors  as  discussed  in  the 
treatment  of  these  matters  as  elements  of  a  personnel  system.   There 
are  other  matters  not  directly  involving  personnel  practices  that 
arc  v;orthy  of  attention,  both  as  matters  of  interest  to  the  employer 
and  his  employes  as  such,  and  for  purposes  of  increasing  the  effec- 
tiveness of  the  service,  such  as  the  working  quarters,  measures  for 
the  protection  and  promotion  of  health  and  security,  provision  of 
facilities  for  recreation,  and  other  matters  of  general  v/olfare. 
The  personnel  agency  can  assist  in  the  advancement  of  the  service 
go^ierally  by  considering  itself  primarily  responsible  for  planning 
and  pi^omoting  measures  directed  along  such  lines,  through  the  heads 
of  activities  and  reprosento-tives  of  employes,  and  in  other  ways. 
Little  evidence  v/as  found,  in  the  course  of  the  study  on  v.'hich  this 
report  is  ba.sed,  of  any  organized,  tangible  efforts  or  definite 
measures  in  effect  to  maintain  or  im.provo  the  morale  of  employes 
other  than  the  leadership  furnished  by  the  heads  of  some  of  the 
agoacies . 


Separations  from  the  Service; 

Removals  and  Suspensions:   Among  the  early  civil  service 
la-.7s,  and  many  of  the  more  recent  ones,  great  emphasis  is  placed  en 
restriction  of  removals  and  suspensions  t©  prevent  removal  of  com- 
petent employes  for  political  reasons.   Many  of  these  restrictions 
Lic.ve  been  so  rigid  or  their  spirit  and  intent  have  been  so  poorly 
-,nd  unv;isoly  interpreted  that  they  have  actually  had  the  effect  of 
roventing  the  removal  of  oven  incompetent  employes.   V/horo  this 
:.:.3  happened,  a  marked  decline  in  morale,  discipline,  and  employe 
effectiveness  h^as  naturally  resulted  and  this  has  brought  the  whole 
".ivil  service  system  into  bad  favor  with  adriiinistrators  and  some 
business  men. 


The  exacting  restrictions  that  often  have  been  placed  about 
,e  process  of  removal  are  largely  due  to  the  pressure  of  employes, 
'ho  naturally  want  to  make  it  difficult  for  removals  to  be  effected. 
?he  attitude  of  a  certain  school  of  civil  service  reform  advocates 
.s  largely  the  opposite,  as  indicated  by  the  statement  that,  if  the 
'ront  door  is  taken  care  of,  the  back  door  v;ould  take  care  of  itself. 
5y  this  is  meant  that,  with  strong  merit  provisions  effectively  ap- 
)lied  to  entrance,  there  is  little  inducement  for  arbitrary  removals 
since  they  would  not  result  in  leaving  positions  open  for  partisan 
political  appointments. 


ThG  desirable  point  of  view  from  tho  standpoint  of  the 
good  of  the  service,  lies  somewhere  between  these  extremes. 

Provision  for  continuous  attention  to  clearing  away"dead- 
wood"  of  inefficient  and  time  serving  employes,  is  just  as  important 
as  attention  to  seeing  tliat  competent  employes  are  not  lost  to  the 
service  by  arbitrary  or  misguided  action  of  appointing  authorities. 

The  personnel  system  should  provide  for  application  of  a 
service  rating  system  in  such  ways  as  to  bring  to  attention  the  cases 
of  employes  who  are  unable  or  unwilling  to  render  service  that  moots 
reasonable  standards  of  quantity  and  quality,  or  who  othcrv/ise  con- 
duct themselves  in  such  ways  as  to  make  them  undesirable  employes. 
The  personnel  agency  should  take  the  initiative  in  a  constant  weeding 
out  of  such  employes,  with  removal  as  the  ultimate  recourse,  if  sat- 
isfactory adjustment  to  provide  for  effective  service  cannot  be 
brought  about  by  means  of  transfer,  salary  reduction,  demotion,  or 
other  less  drastic  means.   Such  action  should  tend  to  keep  tho  em- 
ployes in  the  service  generally  "on  their  toes." 

There  should,  of  course,  be  some  adequate  check  to  see 
tliat  removals  and  suspensions  are  used  only  under  proper  circum- 
stances.  Removals  should  be  considered  primarily  as  measures  of 
discipline.   Likev;ise,  suspensions  should  be  considered  simply  as 
temporary  separations. 

The  personnel  agency  should  have  authority  to  ascertain 
the  facts  in  any  case  in  which  it  appears  that  unfair  discrimination 
?r  possible  loss  of  good  employe  material  are  involved,  in  any  ap- 
■:ropriate  way  as  by  reference  to  the  records,  or  inquiries  of  per- 
sons who  know  the  facts.   So  far  as  possible  any  aspect  of  a  foriTial 
trial  or  hearing  as  to  guilt  or  innocence  of  an  employe  of  specific 
offenses  charged,  ought  to  be  avoided.   Even  in  aji  extreme  case  of 
removal  the  question  should  be  not  primarily  the  guilt  or  innocence 
Ox    the  om.ploye  of  an  offense,  but  rather  his  fitness  to  be  continued 
■^.s  an  employe  of  the  service  in  view  of  the  facts  brought  to  light, 
:-/id  the  £idjustments  that  might  be  made  in  the  particular  case  to 
r.r>ovido  for  conserving  such  value  as  an  employe.   From  this  ajn.gle 
cho  typos  of  inouiry  and  tho  questions  to  be  answered  are  almost 
ide/jtical  with  those  involved  in  determining  the  fitness  of  ari  appli- 
■'.aj^t  for  original  entrance.   Of  course,  a  finding  that  an  employe  is 
not  Y/orth  saving  to  the  service  should  terminate  the  matter. 

But  often  in  cases  involving,  primarily,  r-ialadjus tment 
betv/een  a  v/orthwhile  employe  and  his  superior,  the  personnel  officer, 
by  contact  with  both,  should  be  able  to  promote  better  feeling  and 
Joetter  understanding.   In  other  cases  provision  can  be  made  for 
transfer  of  employes  involved  to  positions  under  other  appointing 
officers,  or  for  the  placing  of  the  names  of  the  employes  upon  the 
roem.ployment  list  for  certification  to  other  such  officers. 

Resignations;   Resignation  from  the  standpoint  of  the 
p-jrsonnel  agency  involves  two  main  aspects  in  which  responsibility 
ought  to  be  placed  upon  the  agency.   The  first  is  that  of  responsi- 
':ility  for  seeing  that  what  is  represented  and  reported  as  a  resigna- 
tion is  not  a  forced  resignatio/i  and  thus  in  effect  a  removal,  and 
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to  be  tres.ted  as  siich.   The  second  is  that  of  finding  out,  to  the 
extent  practicable,  the  real  causes  of  resignations  with  a  view  to 
correction  of  enplo^rnient  conditions  that  result  in  avoidable  losses 
of  ,2;ood  employes  where  such  conditions  are  responsible. 

Not  only  should  the  personnel  officer  be  interested  in  any 
facts  that  an  eraploye  reported  as  resigning  may  desire  to  convey  to 
him,  but  he  should  take  the  initiative  in  securing  information  from 
such  employes  as  to  the  real  grounds. 

Retirement;   Adequate  provision  for  retirement  of  employes 
who  have  passed  their  previous  usefulness  and  become  unfitted  for 
service  by  advancing  age  or  physical  or  mental  incapacity  is  con- 
sidered an  important  element  in  a  modern  employment  system.   It  works 
in  two  ways,  one,  that  of  getting  rid  of  employes  v/ho  may  be  draw- 
backs rather  than  helps  to  the  service,  and  the  other,  that  of  making 
openings  for  younger,  more  vigorous,  and  alert  employes.   Both  these 
results  are  conmionly  attained  at  relatively  slight  additional  cost 
:bove  that  of  retaining  a  superannuated  employe,  very  ©ften  continued 
at  the  high  rate  of  pay  that  ho  has  attained  through  long  years  of 
service,  and  at  considerably  He  ss  expense  than  is  involved  in  pro- 
viding an  additional  employe  needed  to  do  the  work  while  the  super- 
annuated em.ploye  is  retained  on  the  payroll. 

A  humano  retirement  policy  also  helps  to  make  the  service 
attractive  as  a  career  to  capable  and  ambitious  persons  seeking  to 
enter  it  and  employes  in  the  service  who  desire  to  make  the  most  of 
their  opportunities  for  increase  in  pay  in  their  present  employment 
and  advancement  to  higher  positions. 

In  a  very  real  sense,  a  good  retirement  plan  is  an  improve- 
ment tliat  a  service  is  really  paying  for  whether  it  has  it  or  not, 
either  through  the  deadening  effect  of  continuing  numbers  of  super- 
annuated people  on  the  payroll. or,  if  it  goes  to  the  extreme  of 
dropping  those  -j^hio  become  incapacitated,  through  a  reputation  gained 
as  a  hard  taslonaster. 

In  Montana,  with  the  exception  of  the  teachers'  retirement 
system,  v;hich  is  discussed  in  another  report  of  this  series,  there 
is  no  formal  provision  for  the  retirement  of  siiperannuatod  or  dis- 
abled employes.   Replacement  of  some  such  workers  should  be  inade, 
and  more  able  employes  should  bo  substituted.   Administrative  of- 
ficers are  unwilling  to  recommend  removal  of  such  superannuated  or 
disabled  employes  unless  some  financial  provision  is  made  for  them. 

Careful  consideration  should  bo  given  to  the  possibility 
of  establishing  a  sound  retirement  system. 

Layoffs:  Layoffs  have  been  mentioned  in  connection  with 
reomplo;V'^.onl~  ^he  term  is  applied  to  separations  from  the  service 
that"  are  made  necessary  by  reductions  in  staff  due  to  stoppages  of 
work  from  lack  of  funds  or  other  causes. 

VJhero  occasion  for  layoffs  arises  as  a  necessary  evil,  a 
wonderful  opportunity  is  afforded  for  weeding  out  the  service  so  as 
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to  retain  the  most  competent  employes  and  get  rid  of  those  least 
competent. 

The  beneficial  resiilts  possible  from  such  a  situation  are 
commonly  precluded  by  insistence  of  employes  that  layoff  and  sub- 
sequent roemployraent  be  made  in  strict  order  of  seniority,  no  pref- 
erence being  given  to  the  highly  competent  employe  over  the  least 
competent  one.   Such  a  mistake  should  be  avoided  in  the  provisions 
for  a  personnel  system  discussed  herein.   Both  layoffs  and  reemploy- 
ments should  be  made  in  inverse  order  of  merit  in  the  service,  pref- 
erably to  be  established  by  means  of  the  proposed  service  rating 
system,  rather  than  in  the  order  of  seniority. 

Elimination  of  Considerations  Other  Than  Merit; 

No  employe  in  the  service  should,  by  reason  of  that  fact, 
be  considered  as  under  any  obligation  to  perform  any  political  serv- 
ice, or  to  contribute  to  any  political  campaign  or  purpose.   Federal 
legislation  on  this  siibjoct  is  already  applicable  to  those  state  em- 
ployes working  for  agencies  vi/hose  activities  are  financed  in  part 
by  federal  grants.   Employes  should,  of  course,  be  free  to  exercise 
their  rights  of  suffrage  as  citizens  and  to  express  their  political 
opinions  privately,  but  should  be  prevented  from  taking  any  active 
parts  in  political  management  or  campaigns,  such  as  v/ould  be-  offen- 
sive to  citizens  of  different  political  belief,  and  would  tend  to 
bring  discredit  to  the  service. 

Enforcement  of  Provisions  for  Personnel  Administration; 

In  r.ny  formal  personnel  system  that  may  be  adopted  there 
needs  to  be  adequate  provision  for  enforcement  to  make  its  provisions 
effective.   Prohibitions  and  penalties  for  violations,  particularly 
xgainst  fraudulent  practices,  and  o.gainst  political  discrimination 
2.Ad  coercion,  are  Important.   Provision  for  enforcement  by  legal 
: action  Initiated  by  the  personnel  agency  in  cases  in  which  the  con- 
'Stituted  law  officers  fail  to  proceed,  and  for  taxpayers'  actions, 
are  worthv/hllo  provisions,  to  put  teeth  into  the  statutory  provisions 

P osltions  to  IVhich  the  Personnel  System  Should  Apply : 

Strictly  speaking,  whatever  personnel  system, any  employer 
may  adopt  as  a  means  of  effectuating  general  personnel  policies, 
should  apply  to  all  positions  in  his  employ.   This  is  but  logical, 
since  such  a  system  is  merely  the  vehicle  for  the  orderly  liandllAg 
of  all  of  the  employment  processes  and  some  or  all  of  these  pro- 
cesses apply  to  every  case.   But  largely  because  of  the  history  of 
the  merit  system  in  governmoAt  employment,  as  a  means  of  restraining 
political  influences  through  the  application  of  the  merit  system  to 
appointmoAts ,  it  has  been  customary  to  leave  out  large  blocks  of 
positions  which  it  has  been  desired  to  leave  open  to  appointments 
on  a  political  basis,  and  some  others  considered  not  worth  while  to 
subject  to  testing  routines.   The  blocks  so  left  out  have  extended 


from  the  ranks  of  the  lowly  unskilled  laborers,  and  menial  workers 
at  Institutions,  to  those  of  the  highest  executive  type. 

Considering  the  matter  solely  on  logical  grounds,  there  is 
no  position  in  any  service,  v/hatever  its  rank  or  dignity,  or  however 

I  lowly  and  unimportant  it  is,  or  what  the  peculiar  circumstances  sur- 
rounding it,  as  to  which  benefit  to  the  service  is  not  secured  from 
including  it  v/ithin  the  sphere  of  a  centralized  personnel  system,  if 
only  for  record  purposes  and  to  make  sure  that  it  is  actually  of  a 

'kind  intended  to  he  excepted  from  the  general  requirements. 

i  Certainly  every  position  is  some  one  kind.   So  no  position 

j is  properly  outside  the  sphere  of  classification  of  positions,  the 
!  primary  object  of  which  is  to  establish  what  different  kinds  of  posi- 
:  tions  there  are  and  their  essential  differences  from  each  other.   The 
classification  picture  of  any  service  is  incomplete  when  any  position, 
high  or  low,  or  however  peculiar  to  itself,  is  left  out. 

Typical  of  provisions  of  a  complete  civil  service  system 
that  are  of  a  nature  to  call  for  their  general  application  to  all 
positions  are: 

(1)  Those  against  fraud,  forgery,  false  swearing,  political 

coercion,  discrimination  on  political  or  religious  grounds, 
bribery,  and  the  like. 

(2)  Those  relating  to  budgeting  of  positions  and  to  payroll 

procedures. 

(5)   Those  relating  to  classification  and  the  fixing  of  com- 
pensation according  to  a  consistent  plan. 

(I4.)   Those  relating  to  reporting  and  the  keeping  of  roster 
records  showing  all  appointments  and  changes. 

So,  as  can  readily  be  seen,  there  is  little  real  logical 
ground  for  completely  excluding  any  positions  from  the  provisions  of 
porsoAnel  system.   '-'here  the  real  object  in  viev;  is  to  prevent  the 
application  of  merit  provisions,  involving  competitive  tests,  this 
can  be  accomplished  v;lthin  the  framework  of  the  personnel  system 
merely  by  excepting  them  from  the  requirements  of  such  tests.   Tlois 
would  bo  the  case,  for  example,  in  the  selection  of  the  elected  of- 
ficers and  also,  ordinarily,  in  the  appointment  of  policy-determining 
department  heads . 

But  of  the  positions  commonly  placed  in  an  "unclassified 
service"  excepted  from  all  requirements  of  the  personnel  system.,  or 
in  an  exempt  service,  on  the  asserted  ground  that  they  are  kinds  for 
which  competitive  tests  of  fitness  are  not  practicable,  there  are 
(rery  fev;  as  to  v/hich  this  is  really  true. 

It  is  a  perfectly  obvious  fact  that,  before  anyone  can  be 
fitted  to  any  kind  of  position,  someQf;e  must  be  possessed  of  some 
information  about  him  and  must  make  a  decision  thereon  to  the  effect 
that  he,  rather  than  someone  else,  has  the  necessary  qualifications. 


political  or  otherwise,  whatever  they  may  be,  and  is  better  qualified, 
'x'h.e  securing  of  such  information,  and  the  making  of  decisions  as  to 
the  relative  qualifications  of  those  available,  Involves  some  degree 
of  testing  and  rating  of  candidates  and  comparison  of  the  qualifica- 
tions of  one  with  another  or  v/ith  some  standards,  crude  or  otherwise. 
Since  someone  must  make  these  decisions,  it  is  but  logical,  if  they 
are  to  be  made  on  the  sole  basis  of  merit,  that  the  agency  that  is 
established  to  specialize  in  such  matters  should  be  the  one  to  ar- 
ve  at  them,  in  a  systematic  and  orderly  way. 


-I-'-. 


It  is  usual  to  exclude  employes  of  the  legislative  assem- 
bly' from  any  personnel  provisions  applicable  to  other  state  employes. 
'Jho  selection  of  these  employes  in  Montana  is  apparently  on  a  loss 
satisfc?.ctory  basis  th:in  selection  of  any  other  state  employes. 
V/iiethor  or  not  they  are  brought  unv^^tr  any  fonnal  provisions  as  to 
selection,  the  proposed  pcrsonnol  agency  could  render  invaluable 
service  to  the  legislative  assembly  ±n   the  solcction  of  employes  for 
the  legislative  assembly. 


rk9 

Siij-ianary  of   ■-'ecoinmanclati  ons  ; 

A  number  of  specific  recorimendations  and  a  number  of 
general  suggestions  are  raade  in  this  report  for  establishing  a 
sound  and  modern  system  of  personnel  administration  for  the  state 
of  I.lontana.   Partly  because  of  their  number,  because  of  their  inter- 
dependence, and  also  because  Liany  of  them  should  not  be  considered 
e::cept  in  their  relation  to  the  system  as  a  whole,  the  rocommonda- 
tions  ca.nnot  be  set  out  separately  as  can  those  in  some  other  re- 
ports of  this  series.   For  a  complete  picture  of  what  should  be  done 
to  provide  a  sound  and  modern  system  of  personnel  administration,  it 
will  be  necessary  to  refer  to  the  text  of  this  report. 

However,  in  the  following  summary  an  attempt  is  made  to 
sot  out  scTiie  of  the  m.ain  features  of  the  proposals  in  this  discus- 
sion in  the  form  of  separate  "recommendations."   They  are  presented 
in  two  classifications,  one  group  including  those  that  can  be  put 
into  effect  in  part  at  least  without  any  enabling  legislation,  to 
the  extent  that  funds  can  be  found  for  any  necessary  adinlni strati ve 
expense,  and  the  other  group  including  those  that  cannot  be  put  into 
effect  until  legislation  is  enacted.   Without  exception,  however, 
those  listed  in  the  first  group  can  bo  carried  into  effect  only 
partly  without  legislation,  and  it  v/ould  be  desirable  to  enact 
suitable  legislation  to  give  them  more  complete  effect. 

The  recommendations  are: 

Recommendations  Not  Necessarily  Requiring  Legislation: 

(1)  That,  as  a  preliminary  step  to  the  enactment  of  more  suitable 

legislation,  there  be  delegated  to  the  office  of  the  state 
accountant,  as  the  predecessor  of  the  proposed  department 
of  finance,  the  responsibility  for  recommending  to  the 
governor  such  action  as  the  governor  may  be  required  or 
authorized  to  take  under  Chapter  5  of  the  Lav/s  of  1937 J 
that  the  state  board  of  examiners  delegate  to  the  same 
officer  the  responsibility  for  inalntainlng  the  personnel 
files  required  of  it  by  said  act  and  the  responsibility 
for  approving  salary  payments  required  by  the  constitution; 
and  that  provision  be  made  temporarily  in  the  office  of  the 
state  accountant  for  handling  such  personnel  matters  as  may 
be  prescribed,  ponding  legislation. 

(2)  Th£.t,  regardless  of  whether  or  not  steps  are  subsequently 

to  be  taken  in  the  adoption  of  a  complete  and  modern  system 
of  personnel  administration,  measures  be  taken  now  to  de- 
velop, adopt,  and  apply  comprehensive  and  equitable  classi- 

I        fiaation  and  compensation  plans  to  cover  all  positions  in 

I  the  state  service. 

Note ;   V/here  salaries  are  fixed  by  law,  any  adjustments  to 
bring  them  in  lino  with  such  compensation  plan  would  have 
to  av/ait  legislation,  but  the  plan  could  be  prepared  with- 
out waiting  for  legislation. 


.■a ... . 
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(3)   That  an  effective  service  rating  system  for  the  evaluatiori 
of  the  quantity  and  quality  of  service  rendered  by  each 
employe  be  adopted  and  put  in  effect;  and  that  the  ratings 
under  such  system  be  used  in  such  processes  as  determining 
eligibility  for  promotion  and  salary  increases,  determining 
the  order  of  layoff  and  reemplo^onent,  and  determining  the 
need  for  corrective  action  by  means  of  salary  reduction, 
demotion,  retirement,  or  removal. 

(Ii)  Tcct   consistent  r\;.lcs  be  promulgated  and  uniformly  e^pplied 
governing  all  such  matters  a.s  hours  of  work,  annual  leaves 
(vacations),  pick  leaves,  leaves  without  pay,  and  holidays; 
and  bhat  sleps  be  taken  to  see  that  the  facts  as  to  tim.o 
•.vorked,  leaves  taken,  absences,  etc.,  aro  formally  recorded 
for  all  officers  and  employes: 

Rocom:nenda.tions  Roqiiiring  Legislation: 

(5)  That,  in  the  proposed  de-oartmont  of  f  inane.. ,  or  in  a  separate 

personnel  agency  if  it  is  deemed  preferable  to  establish 
such  separate  agency,  provision  be  made  by  law  for  the  ad- 
ministration of  personnel  matters  for  all  state  agencies 
along  such  lines  as  may  be  specified  by  any  executive  orders 
or  any  legislation  dealing  v;ith  personnel  matters  or  provid- 
ing for  a.  personnel  3373 tern. 

(6)  Tiiat  legislation  be  enacteo.  to  put  into  effect  a  complete 

and  modern  personnel  system  such  as  is  outlined  in  this 
report;  or,  if  such  a  complete  system  is  deemed  not  to  be 
feasible  of  adoption,  that  as  many  as  possible  of  the  sever- 
able parts  of  such  a  system  be  enacted  into  lav/;  and  that 
consideration  be  given  to  including  in  whatever  legislation 
Is  enacted  the  features  set  forth  in  the  recommendations 
that  follow. 

(7)  That  the  persorjiel  legislation  enacted  provide  for  a  suitable 

and  uniform  method  of  establishing  positions  as  outlijicd  in 
this  report,  and  for  audit,  by  the  proposed  department  of 
finance,  of  the  transactions  involved  in  authorizing  and 
fillijlg  positions. 

(8)  That  the  personnel  legislation  enacted  recognize,  as  means 

of  filling  positions,  the  following  processes: 

(a)  Regular  appointment  by  way  of  original  entrance,  in- 

volvijr^g  a  period  of  trial  on  probation. 

(b )  Temporary  appointment  for  a  limited  period  of  service. 

(c)  Transfer  from  a  position  of  equal  rank  and  respon- 

sibility. 

(d)  Prom.otion  from  a  position  of  lower  rank  or  respon- 

sibility. 


(e)  r^einstateir.ent  to  a  positiorx  previously  occupied,  after 

separation. 

(f )  Reeraplo^^Tnent   in  a  position  of   like   kind   to   one   pre- 

viously occupied. 

(g)  Demotion  from  a  position  of  higher  rank  or  respon- 

sibility. 

(9)  Tliat  the  personnel  legislation  enacted  provide  for  regulating 
the  employment  of  persons  in  the  service  and  the  surrounding 
conditions  by  means  of: 

(a)  V/ide  open  avenues  of  promotion  on  merit  to  higher 

positions. 

(b)  Increases  in  pay  as  rewards  for  improvement  in  con- 

tinued performance  of  the  same  duties. 

(c)  Fluidity  of  transfer  as  one  of  several  means  of  ad- 

justing cases  of  misfits  and  providing  for  seasonal 
and  other  fluctuations  in  the  volume  of  work  of  dif- 
ferent operating  units. 

(d)  Facilities  for  training  by  which  employes  may  qualify 

for  rendering  improved  services  and  for  promotion. 

(e)  Consistent  policies  as  to  tho  periods  of  employment 

involving  such  matters  as  hours  of  work)  holidays; 
leaves  of  absence  for  vacations,  sickness,  and  other 
purposes;  and  control  of  attendance  and  absence. 

(f )  Uniform  policies  and  methods  of  procedure  v.-ith  regard 

to  discipline. 

(g)  Other  measures  designed  to  promote  the  welfare  and 

morale  of  employes  in  the  service,  such  as  those  in- 
volved in  attention  to  working  quarters,  health,  and 
recreation. 

(10)  That  the  personnel  legislation  enacted  provide  for  regulating 
separations  of  employes  from  the  service  ujider  the  follov;iAg 
categories: 

(a)  Removals.  That  dead  wood  of  unfit  employes  be  cleared 

away;  and  in  the  other  direction,  that  unfairness  and 
discrimination  be  reduced  to  the  miniKiuin  and  the 
value  of  the  investment  made  in  the  processes  of  re- 
cruiting and  training  employes  may  be  conserved. 

(b)  Resignations.  That  forced  resignations  in  lieu  of  re- 

movals be  reduced  to  the  minimum,  and  that  attention 
be  given  to  the  causes  of  resignations  with  a  view- 
to  reduction  of  the  losses  of  qualified  employes  by 
reason  of  grounds  of  dissatisfa'ction  that  could  be 
corrected. 
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(c)  Rotiror.ent.   Tract  adequate  provision  be  made  for  em- 

ployes v/ho  have  passed  their  periods  of  usefulness, 
both  on  humanitarian  grounds  and  for  the  benefit  of 
the  service. 

(d)  Demotions.   That  unfairness  be  prevented  and  that  the 

value  of  service  of  employes  shovm  to  be  unfitted  for 
the  work  they  are  doing  be  conserved  for  use  in  less 
responsible  or  less  difficult  v/ork  for  which  they  r,u2.y 
be  fitted. 

(o)  Layoffs.   That  necessary  reductions  of  force  bo  ef- 
fected Yvith  the  least  possible  loss  of  good  employe 
material,  and  vv'ith  the  utmost  fairness  to  the  employes 
affected. 

(11)  That  the  legislation  enacted  provide  formally  for  the  prepara- 

tion, application,  and  administration  of  classification  ap.d 
compensation  plans,  and  for  the  service  rating  system  herein 
suggested  for  adoption  by  executive  order. 

(12)  Tliat  all  statutory  salaries,  except  those  applying  to  sala- 

ries required  by  the  constitution  to  be  fixed  by  the  legis- 
lature, be  repealed  and  that  the  salary  rates  for  such  posi- 
tions be  fixed  under  the  proposed  classification  and  compen- 
sation plans. 

(15)   That  the  personnel  legislation  enacted  provide  for  the  fill- 
ing of  positions  on  a  competitive  basis  designed  to  deter- 
mine the  relative  qualifications  of  applicants;  and  that. 
If  such  competitive  basis  is  rejected,  applicants  be  re- 
quired to  pass  qualifying  examlna.tlons . 

(ill-)  Tlaat  v;hatever  tests  of  qualifications  may  be  required  be  not 
confined  to  written  or  oral  examinations,  but  that  the  best 
type  of  practical  tests  be  used  that  may  be  applied. 

(15)  Tlaat  the  personnel  legislation  enacted  authorize  and  direct 

the  personnel  agency  to  use  all  practical  means  of  locating 
and  causing  qualified  applicants  to  apply  for  state  employ- 
ment. 

(16)  Tliat  under  the  personnel  legislation  enacted,  there  be  no 

blanket  exclusions  of  any  groups  of  officers  or  employes, 
but  that  such  positions  as  it  may  be  deemed  desirable  to 
exclude  from  such  provisions  as  competitive  selection  or 
restrictions  on  removal  be  excluded  only  from  the  specific 
provisions  that  are  not  to  be  made  applicable  to  them. 

(17)  That  the  personnel  legislation  enacted  forbid  active  parti- 

cipation by  state  employes  in  political  campaigns,  beyond 
the  right  to  vote  and  to  express  their  opinions  privately. 
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(18)  That,  at  such  time  as  the  general  state  personnel  agency  sug- 

gested herein  is  prepared  to  render  service  of  a  caliber  ac- 
ceptable to  the  federal  authorities  involved,  the  merit 
systera  council  be  abolished  and  its  functions  transferred 
to  the  central  state  agency. 

(19)  That  consideration  be  given  to  the  possibility  of  establish- 

ing a  sound  retirement  system  for  state  employes. 
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REPORT  ON 
THE  STATE'S  INSURANCE 


Introdur-.tlon; 

One  of  the  largest  lines  of  fire  insurance  in  Montana  is 
that  carried  on  the  properties  of  the  state  goveri-unent .   The  state 
S'^.hedules  for  fire  insurance  and  extended  coverage  on  buildings  and 
their  contents  in  October  19i].l  araounted  to  9II4.,  3ii2,229.   The  three- 
year  term  premium  on  this  schedule,  adjusted  for  endorsements,  was 
$89*  755 '^8  •   IJ^  addition  to  insurance  on  fire  and  extended  coverage 
losses,  the  state  carries  earthquake  insurance,  automobile  insurance 
(fire,  theft,  public  liability,  and  property  damage),  boiler  insur- 
ance, burglary  ins\irance,  and  rental  income  insurance  on  various 
properties.   Surety  bonds  are  required  by  law  for  certain  state  of- 
ficers and  employes  and  are  purchased  by  the  state  for  many  other 
employes.   Industrial  accident  instxrance  carried  by  the  state  on 
its  employes  is  an  important  part  of  the  state's  insurance  problem, 
but,  since  this  type  of  insurance  is  discussed  in  a  separate  report 
of  this  scries  «n  the  industrial  accident  board,  it  is  not  included 
in  this  report. 

The  state's  insurance  problem  hinges  upon  three  important 
questions,  which  may  be  stated  as  follov/s: 

(1)  '.-jhat  insurable  risks  does  the  state  have? 

(2)  What  values  do  these  insurable  risks  have? 

(5)  I'Vhat  is  thu  most  e'^onomical  way  to  insure  these  risks? 

This  report  discusses  these  three  questions.   As  a  background  to 
the  problem,  the  state's  experience  v/ith  flro  insurance  and  the 
le^'^al  provisions  relating  to  fire  insurance  are  outlined.   Because 
fire  insurance  constitutes  the  most  important  type,  it  is  accorded 
separate  treatment.   Other  types  of  Insurance  are  given  only  such 
consideration  as  their  relative  importance  warrants. 


State  Insurance  Commission : 

The  state  board  of  examiners  has  extensive  authority  v;ith 
reference  to  insurance,  but  in  1939  a  separate  agency  m'as  created 
by  statute  to  deal  with  fire  and  casualty  matters.   This  agency, 
known  as  the  state  insurance  comraission,  has  as  its  members  the 
state  auditor,  as  chairman,  the  state  accountant,  and  the  chairman 
of  the  state  board  of  equalization,  all  serving  ex  officio. 


The  •"■ommission  has  the  follov/ing  pov/ers  and  duties: 

(1)  To  exanlno  and  approve  all  fire  and  r-.asualty  insurance 

f^.ontracts  entered  into  between  the  state  and  private 
insurance  carriers. 

(2)  To  make  a  study  of  the  insurance  needs  of  the  state. 

(5)  To  make  recoimnendatlons  to  all  state  agencies  as  to  the 

elements  of  physical  hazards  existing  in  all  state  prop- 
erty xinder  the  jurisdiction  of  the  various  state  agencies, 
the  elimination  of  which  hazards  would  tend  to  reduce 
fire  and  casualty  hazards. 

(I4.)  To  do  all  things  necessary  toward  securing  just,  fair, 
and  equitable  Insurance  coverage  on  all  risks  ov.Tiod  or 
insured  by  the  state. 

Since  the  commission  has  not  been  furnished  with  funds  for  opera- 
tion, its  functions  have  been  limited  to  the  examination  and  ap- 
proval of  insurance  policies. 

Re  cent  History  of  Stat e  Fire  Insurance  protection : 

Basis  for  State  Insurance  Prior  to  1933:   Prior  to  1955, 
the  state  board  of  examiners  followed  the  policy  of  insuring  the 
state's  fire  risks  with  several  companies.   This  practice  was  de- 
signed to  spread  the  commissions  among  various  insurance  agents  in 
the  state.  The   division  of  the  business  among  the  various  companies 
was  determined  at  one  time  on  the  basis  of  premium  taxes  paid  and, 
at  another  time,  on  the  basis  of  whatever  companies  were  represented 
by  the  particular  agents  to  whom  the  business  was  awarded. 

State  Insurance  Fund;   In  1935 >  ^  state  insurance  law  was 
passed,  the  Fn t en t  of  whi c ii "wa s  to  enable  the  state  eventually  to 
carry  its  own  insurance.   The  plan  also  was  intended  to  cover  the 
fire  risks  of  local  government  units.   The  lav;  was  poorly  drawn, 
however,  and  the  plan  was  practically  doom.ed  before  it  went  into 
ODeration.   In  the  first  place,  the  responsibility  for  its  adiriini- 
stration  was  divided.   Secondly,  it  provided  for  a  fund  to  be  built 
up  to  $1,000,000,  v.'hile  at  the  same  time  allov/ing  for  the  reinsur- 
ance of  all  risks  carried  by  the  fund.   All  risks  carried  by  the 
fund  were  reinsured  by  the  stats  board  of  examiners  in  a  contract 
v;lth  a  single  company.   The  --ost  of  this  reinsurance  plus  the  charges 
to  build  up  the  fund  made  the  costs  so  high  to  the  various  units  of 
local  government  that  the  plan  soon  became  extremely  unpopular.   The 
supreme  court  declared  the  t)rovlsions  relating  to  cities  and  tovms 
to" be  unconstitutional,  and"  by  a  referendum,  effective  December  2, 
1936,  the  people  of  the  state  repealed  the  remaining  parts  of  the 
act.   After  returning  unearned  premiums  to  the  local  governments 
participating  in  the  plan,  the  state  insurance  fund  had  a  balance 
of  $7,14.65.56  on  June  3O,  19iiO.   Except  for  liabilities  for  unearned 
premiums  in  the  amount  of  some  $300,  the  balance  of  this  fund  is 
available  for  transfer  to  the  general  fund.   This  transfer  should 
be  authorized  by  the  legislative  assembly,  and  the  fund  should  be 
closed  as  soon  as  possible. 
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^  ^      li^il^^^Z^-^  Iill\lL^nce  Practices;   After  the  reoeal  of  the 
state  insurance  law,  the  st3l;e  Tbarcr~of~examiners  cancelled  the  re- 
insurance contract  and  accepted  a  policy  covering  only  state  prop- 
erty for  a  tliree-year  term  in  the  same  company.   It  is  a  generally 
accepted  practice  of  the  insurance  business  that  when  a  policy  is 
cancelled  and  another  policy  ViTitten  in  the  same  company',  the  un- 
earned premium  on  the  first  contract  v;ill  be  figured  on  a  pro  rata 
basis  rather  than  on  the  basis  of  a  short-term  rate.   The  state 
board  of  examiners,  however,  accepted  a  return  of  unearned  premivim 
figured  on  a  short-term  rate  basis.   The  difference  betv/een  the 
short-term  basis  and  the  pro  rata  basis  was  approximately  ij:[!.0,000. 
The  nev;  policy  was  to  expire  on  December  2,  1959,  but  on  May  25, 
1939 >  it  was  cancelled  and  another  three -year  term  contract  was 
accepted  in  the  same  company.   This  contract  called  for  a  rate  of 
75  '^•onts  a  ;+;lOO  for  the  three  years,  a  reduction  of  three  cents  per 
olOO  from  the  previous  rate,  and  was  supposedly  vn?itten  before  the 
expiration  date  of  the  existing  policy  to  avoid  possible  rate  in- 
creases as  a  result  of  the  company's  intention  to  join  a  national 
rate  making  bureau.   This  time  the  unearned  premium  v;as  figured  on 
a  pro  rata  basis. 

A  1959  statute  had  meanwhile  created  the  state  insurance 
commission.   Considerable  difference  of  opinion  existed  among  the 
members  of  the  commission  as  to  the  contract  let  on  May  25,  1959 > 
but  a  majority  of  the  members  of  the  commission  voted  to  approve 
the  contract.   This  contract  is  in  effect  at  the  present  time  and 
expires  May  25,  19i|2. 

As  a  result  of  certain  irregularities  within  the  company, 
that  have  come  to  light  in  connection  with  the  insurance  it  has 
■A'ritten  for  the  state,  the  state  auditor,  as  commissioner  of  in- 
surance ex  officio,  has  set  a  date  for  a  hearing  at  v/hich  the  com- 
pany will  be  required  to  show  cause  why  its  license  to  do  business 
in  Montana  should  not  be  revoked.   At  the  time  of  this  writing,  the 
matter  is  pending  in  the  district  court  on  a  technicality,  and  ex- 
tended litigation  may  result. 

Fire  Losses ;  No  record  exists  of  the  fire  losses  ox- 
nerienced  ByHiTie  state  during  the  past  ten  years.  Informal  records 
maintained  bv  the  clerk  of  the  state  board  of  examiners  show  losses 
of  only  £3,114.0.78  since  May  25,  1939-  It  is  apparent  that  the  loss 
ratio  over  the  last  decade  has  been  extremely  low.  No  major  fires 
have  occurred,  and  most  of  the  minor  fires  have  resulted  in  partial 
losses  only. 

Legal  Provisions  Relating  to  Fire  Insurance  Protection; 

Under  its  general  powers  to  a-f.prove  and  to  let  contracts, 
the  state  board  of  examiners  has  authority  to  contract  for  insur- 
ance on  behalf  of  the  state.   Since  1939,  such  contracts  also  are 
reqLxired  to  have  the  approval  of  the  state  insurance  commission. 
Policies  on  properties  controlled  by  two  state  agencies,  the  state 
liquor  control  baard  and  the  department  of  public  welfare,  are  not 
purchased  by  the  state  board  of  examiners  and  apparently  are  not 
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approved  by  that  board,  except  as  approval  of  the  clair.is  for  pre- 
mi-oni  payments  can  be  internreted  as  approval  of  the  polli^ies.   There 
seems  to  be  no  legal  basis  for  exempting  these  agen<"ies  from  the 
general  authority  of  the  state  board  of  examiners.   The  policies 
purchased  by  these  two  agencies  are  approved  by  the  state  insurance 
commission. 

Adequacy  of  Fire  Ins ur ance  Protection : 

If  the  amount  of  ins\irance  carried  is  inadequate,  the 
state  may  suffer  unwarranted  losses;  if  the  amount  carried  is  more 
than  adequate,  the  cost  of  the  excess  insurance  is  a  direct  loss  to 
the  state.   Since  fire  losses  are  paid  by  insurance  companies  on 
the  actual  cash  value  of  the  property  at  the  time  of  the  fire,  and 
since  the  burden  of  establishing  the  amount  of  the  losses  is  placed 
on  the  insured,  it  is  important  for  the  state  to  bo  able  to  deter- 
mine insurable  valuations  of  its  properties  at  any  given  time. 

Mo  adequate  records  of  the  cost  values  of  the  various 
properties  of  the  state  have  been  maintained.   The  state  accountant 
has  kept  some  cost  records  on  buildings  constructed  since  I926.   He 
also  compiles  valuations  as  reported  to  him  by  the  various  state 
agencies,  and  these  are  published  in  the  biennial  budget.  The  19i|0 
compilation  showed  property  values,  exclusive  of  operating  supplies, 
in  the  araount  of  ^20,110,087.   Vi/hether  or  not  the  various  state 
agencies  arrived  at  their  valuations  by  a  uniform  method  is  not 
known,  but  the  probabilities  are  strong  that  no  uniform  method  of 
valuation  was  used.   Fiirthermore,  no  detailed  figures  are  available 
from  v/hich  a  determination  of  insurable  values  might  be  made. 

Because  of  the  inadequacy  of  data  as  a  basis  for  deter- 
mining how  iTiuch  insurance  the  state  should  carry,  the  state  board 
of  examiners  arranged  v/ith  the  insurance  com.pany  in  which  the  state's 
policy  is  T^Titten  to  have  an  appraisal  made  of  the  state's  proper- 
ties.  This  aopraisal  v^'as  made  and  the  expense  v/as  borne  by  the  in- 
surance company.   The  results  of  the  work  have  been  carried  into 
effect  by  endorsing  the  insurance  policy  to  make  the  appraisal  values 
effective.   On  this  basis,  and  as  a  result  of  now  construction,  the 
state  schedule  has  been  increased  from  $10,08l,5i^5  in  !Iay  I939  to 
$li4.,3[|2,229  in  October  19i|l  • 

It  is  reasonable  to  assiime  that  the  insurance  company 
7/ould  use  these  appraised  values  in  adjusting  any  losses  under  the 
policy,  subject,  of  f^ourse,  to  differences  resulting  from  the  fact 
that  the  appraisal  v/as  made  on  one  date  and  that  the  loss  occurred 
on  another  date.   The  detailed  figures  on  viiich  the  values  were 
based  have  not  l»een  submitted  to  the  state  and  there  is  no  opportun- 
ity for  the  state  to  determine  whether  or  not  such  values  are  rea- 
sonable.  The  state  should  secure  the  detail  of  these  estimates,  if 
possible,  and,  if  the  figures  are  reasonable  determinations  •f  ac- 
tual cash  values,  they  should  be  kept  up-to-date  by  the  state.   The 
state  may  not  always  carry  its  insurance  in  the  same  company,  and 
there  is  no  reason  for  assmning  that  this  appraisal  v/ould  be  ac- 
ceptable to  another  company  as  a  basis  for  adjusting  losses  in  the 
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absence  of  supporting  detail  for  the  estimates.   It  need  hardly  bo 
added  that  the  central  financial  authority  of  the  stc te  should  have 
adequate  cost  records  of  the  state's  properties. 


state 
state 
fare , 


The  insurance  carried,  as  of  October  1914-1,  on  the  various 
properties,  exclusive  of  those  properties  controlled  by  the 
liquor  control  board  and  the  state  department  of  public  -wel- 
ls shown  in  the  follov>ring  tabulation: 


Designation  of  Property 

State  capitol  group 

Pair  grounds  group 

State  armory  group 

Vocational  school  for  girls 

Tuberculosis  sanitarium 

State  prison 

State  orphans '  home 

State  hospital 

Training  school 

School  for  deaf  and  blind 

Industrial  school 

Soldiers'  home 

State  university 

School  of  mines 

State  college 

State  normal  college 

Eastern  normal  school 

Northern  college 

Horticulture  station 

Judith  Basin  sub  station 

Sub  station,  Assinniboine 

Port  Ellis  sub  station 

State  land  department  proper- 
ties 

Pish  and  game  commission 
properties 

State  highway  commission 
properties 

State  park  commission 
properties 

Water  conservation  board 
properties 


Buildings 


Amount  of  Insurance 

Contents      TotaT 


$1,0.10, 550 

i?555,ooo 

75.155 

2,960 

55,550 

25,000 

}^^'W 

19,915 

koo,885 

59,980 
15.L,280 

Ii7i,6i5 

i,rj)|8,2§o 
611,305 

59,165 

157,210 

95,560 

156, pio 

295, w 

50,000 

66,985 

101,715 

50,555 
5^5,^05 

2,ili7,959 

608,510 

261,000 

1,  [(.31,  200 

507,450 
102,685 

1^59,925 

208,91^5 

50,000 

177,I|.00 

6,275 

82,000 

850 

11^,14.60 

1;,855 

14-7A20 

5,525 

13,1+00 

2,700 

11,790 

- 

ilt-5,590 

3,285 

555,700 

i61|.,500 

9,1^50 

- 

25,000 


$1,914.5,550 

76,115 

58,550 

196,645 

4.60,865 

605,895 

408,010 

1,605,1x90 

706,865 
206,910 

560,425 

1^,2,270 

2,701,3l4i4- 

86q,510 

1,9^8,650 

562,610 

258,914.5 
259,400 

7,125 
19,515 
50,7li-5 
16,100 

11,790 

il|.8,675 
700,200 

9J+50 
25,000 


Total  schedule 


?,il^5itk561;  ^2, 197, 665  il4,>.542,_22g> 


The  amounts  in  the  foregoing  schedule  represent,  for  the 
most  part,  90  percent  of  the  appraised,  insurable  value  of  the  prop- 
erties, since  the  oolioy  contains  a  90  percent  coinsurance  clause. 
A  small  number  of  the  educational  properties  (those  financed  through 
loans  m.ade  by  the  Reconstruction  Finance  Corporation)  are  insiired 
under  an  80  percent  coinsurance  clause.   The  existence  of  a  coin- 
surance clause  in  a  policy  makes  it  doubly  important  that  tne  state 
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knov;  the  actual  cash  values  of  its  properties,  since  It  stands  to 
lose  substantial  amounts,  even  in  the  case  of  partial  losses,  if 
the  property  is  not  Insured  for  as  much  as  the  specified  percentage 
of  actual  cash  value  at  the  time  of  the  loss. 

Me_ti\o ds__o f_  Reducing  the  Cos t  of  Fire  Insurance  on  State  Property : 

Fire  Prevention  and  the  Removal  of  Fire  Hazards;   In  the 
long  run,  a'hy  fire  prevention  actTvities  carried  on  by  the  state 
should  result  in  lower  fire  insurance  costs.   In  this  connection, 
it  should  be  pointed  out  that  the  appropriations  for  the  office  of 
state  fire  marshal  do  not  allov  the  annual  inspection  of  all  state 
properties  as  contemplated  by  law.   Vi/hile  it  is  important,  the  l»ss 
of  property  is  a  secondary  consideration  in  fire  prevention  as  ap- 
plied to  prisons,   hospitals,  schools,  and  similar  state  institu- 
tions.  Prevention  of  possible  loss  of  life  is  the  primary  aim  of 
fire  prevention  in  such  institutions,  and  those  responsible  for  con- 
ducting the  institutions  should  never  neglect  or  overlook  this  ob- 
jective. 

A  more  specific  possibility  of  reducing  the  cost  of  fire 
insurance  to  the  state  lies  in  the  removal  of  direct  fire  hazards. 
Fire  insurance  rates  are  cjenerally  applied  to  specific  properties 
in  accordance  vidth  tv/o  main  factors  as  follows; 

(1)  A  basic  rate,  figured  on  location,  local  fire  protection 

facilities,  the  experience  of  fire  insurance  companies 
in  the  locality,  and  other  factors. 

(2)  Penalties  added  to  the  basic  rate  for  specific  fire 

hazards  and  credits  subtracted  from  the  basic  rate  for 
specific  fire  protective  devices. 

Generally  speaking,  the  penalties  usually  outweigh  the  credits  so 
that  the  rale  is  composed  of  a  basic  figure  plus  penalties  for 
direct  fire  hazards.   ViTiere  the  rating  schedule  for  a  particular 
building  is  available,  direct  fire  hazards  can  be  eliminated  and 
the  penalties  thus  reduced.   Many  units  of  government  have  found 
it  possible  to  eliminate  specific  hazards  and  have,  thereby,  secured 
reductions  in  insurance  rates  in  amounts  that  compensate  many  times 
over  for  the  costs  of  eliminating  the  hazards.   For  example,  the 
installation  of  sprinkler  systems  have  paid  for  themselves  in  many 
Instances  in  five  or  six  years  as  a  result  of  the  lowered  costs  ©f 
insurance.   The  state  should  secure  the  rating  schedule  for  each 
of  its  properties  and  proceed  to  eliminate  those  direct  fire  hazards 
Y/hich  can  be  compensated  for  by  reductions  in  the  fire  insurance 
rate. 

Some  mention  should  be  made  of  the  possibilities  of  re- 
ducing Insurance  costs  v.hen  new  buildings  are  constructed.   All  too 
often  these  possibilities  are  overlooked.   Many  architects  know 
little  about  the  insurance  rate  structure  that  determines  the  cost 
of  fire  insurance,  and  take  little  account  of  such  matters  as  in- 
surance cost  in  the  design  of  a  building.   It  is,  therefore,  incum- 
bent upon  those  responsible  for  the  construction  of  buildings  to 
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see  to  it  that  the  plans  are  so  drawn  as  to  result  in  the  least 
possible  fire  hazard.   Many  insurance  nompanies  and  the  board  of 
fire  underwriters  have  professional  services  available  without  cost 
to  the  Insured  which,  if  taken  advantage  of,  will  assure  the  lowest 
possible  insurance  costs  on  new  structures.   The  state  should  take 
advantage  of  this  specialized  type  of  service  in  the  construction 
of  all  new  buildings. 

Competitive  Bidding;   In  many  states,  fire  insurance  rates 
are  set  by  cen^raT  raFe-makmg  bureaus  to  vrhich  all  the  companies 
carrying  on  business  in  the  particular  states  belong.   In  such 
states,  nothing  is  to  be  gained  by  calling  for  competitive  bids 
before  letting  the  Insurance  contracts.   In  Montana,  however,  the 
central  rate-making  bureau  for  the  state  docs  not  exercise  any  such 
control  over  fire  insurance  rates.   Several  companies  (so-called 
non-board  companies)  are  not  affiliated  v/ith  the  rate-making  bureau. 
In  order  to  meet  competition,  the  central  rate-making  bureau  for 
the  state  has  found  it  necessary  to  grant  special  dispensation  to 
its  members  in  specific  instances  to  vn?ite  insurance  at  lower  than 
the  promulgated  rates. 

This  situation  makes  it  necessary  for  the  state  to  "shop" 
for  insurance  as  it  would  for  ordinary  purchases  if  the  best  price 
is  to  be  obtained.   For  example,  competitive  bids  called  for  by  the 
state  liquor  control  board  in  19^1  for  fire  insurance  on  certain  of 
its  properties  resulted  in  three  bids  of  $1.38  per  t^lOO  for  a  three- 
year  tern  and  one  bid  of  fpl.Oli.  per  iplOO.   As  long  as  fire  insurance 
continues  to  be  a  highly  competitive  business  in  the  state,  it  would 
appear  that  the  state  can  receive  the  lov;est  possible  rate  by  se- 
curing competitive  bids. 

State  Insurance;   Another  possj.ble  means  of  reducing  the 
state's  insurance  cosT;s  is  for  the  state  to  carry  its  own  insixrance. 
More  than  half  the  states  now  carry  their  own  risks  by  one  method 
or  another.  State  insurance  may  involve  building  up  a  special  fund 
from  wialch  losses  are  paid,  or  it  may  be  accomplished  \vithout  build- 
ing up  a  fund.   The  state  may  carry  all  of  its  risks,  or  it  may  carr; 
only  a  part  of  them  and  insure  the  remaining  risks  in  private  car- 
riers.  Notwithstanding  the  fact  that  an  ill-conceived  plan  of  state 
insurance  v^as  tried  in  this  state  and  failed,  the  state  might  save 
substantial  sums  by  carrying  its  ovm  risks  in  accordance  with  a 
practical  plan  of  state  insurance.   Several  such  plans  suggest  them- 
selves. 

The  state  might  carry  its  ov.ti  risks  without  building  up 
a  special  fund  from  which  losses  could  bo  paid.   This  would  involve 
legislative  appropriations  for  the  replacement  of  losses.   In  order 
that  such  replacements  could  be  made  vvithout  delay,  the  legislative 
assembly  might  provide  a  biennial  appropriation  of  $200,000  from 
which  losses  could  bu  replaced  upon  the  approval  of  the  central 
financial  authority  of  the  state.   Any  part  of  the  appropriation 
remaining  at  the  end  of  the  year  would  lapse.   This  plan  would  pro- 
vide adequately  for  replacement  of  small  losses  and  would  allov; 
partial  replacement  of  large  losses  which  could  be  completed  upon 
the  authorization  of  the  next  legislative  assembly.   The  amount 
appropriated  v>rould  be  sufficient  to  start  the  work  of  replacement 
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and  to  carry  it  as  near  to  the  point  of  completion  before  the  next 
legislative  session  as  would  te  possible  if  an  appropriation  were 
available  to  cover  the  entire  cost  of  replacement   If  the  appropri- 
ation were  also  made  available  for  the  payment  of  rent  on  temporary 
quarters,  the  state  would  have  provided  insurance  against  a  con- 
tingency which  is  not  covered  at  the  present  time  under  its  policies 
with  private  carriers. 

Under  another  plan,  a  bond  issue  might  be  authorized,  for 
whatever  amount  might  be  deemed  necessary,  to  be  issued  only  if  the 
state  suffered  losses  within  one  fiscal  year  from  fire,  or  other 
causes,  in  excess  of  some  specified  amount  -  say  :;p20,000.   An  ap- 
propriation of  ijj25,000  a  year  could  then  be  made  to  care  f«r  any 
except  major  losses,  and  for  the  initial  expense  on  replacement  of 
major  losses.   Any  unused  portion  of  this  apnropriation  might  lapse 
at  the  end  of  the  year,  or  it  could  be  used  to  build  up  a  reserve 
fund  to  pay  for  future  losses.   This  plan  should  also  provide  author! 
zatlon  for  the  issuance  of  short-term  notes  in  anticipation  of  re- 
ceipts from  the  sale  of  bonds.   The  responsibility  for  reviewing  the 
necessity  for  replacing  the  loss  should  bo  placed  in  the  central 
fiscal  agency  of  the  state  government. 

Those  responsible  for  devising  such  a  plan  in  detail  and 
the  legislative  assembly  as  well  should  be  fully  cognizant  of  the 
risks  entailed  under  such  a  plan  during  the  first  fev;  years  of  opera- 
tion.  The  destruction  of  a  large  building,  for  example,  during  the 
first  fev;  years  of  operation  under  the  plan  would  be  disheartening. 
It  should  be  remembered,  however,  that  the  state  has  experienced  a 
very  small  loss  ratio  over  a  long  period  of  years,  and  even  a  large 
loss  in  the  first  few  years  of  operation  under  a  state  insurance 
plan  would  not  v/ipe  out  the  possibilities  of  savings  over  a  long 
period  of  years. 

Both  of  the  above  plans  contemplate  that  the  state  carry 
all  of  its  risks.   Still  another  plan  might  be  worked  out  under 
v/hlch  the  state  would  carry  only  a  part  of  its  risks  and  insure 
the  remaining  risks  in  private  companies.   This  might  be  accomplishei. 
by  a  :oolicy  with  a  deductible  clause  similar  to  that  found  in  many 
a-utomobile  collision  insurance  policies.   For  example,  the  state 
might  assume  all  losses  in  a  year  up  to  ;p25,000  and  insure  its  prop- 
erties in  a  contract  containing  a  $25,000  deductible  clause.   It 
■would  then  bo  necessary  for  the  legislative  assembly  to  appropriate 
§25,000  annually  with  the  provision  that  any  unused  portion  of  the 
appropriation  should  lapse  at  the  end  of  the  year.   No  fire  insur- 
ance company  operating  in  the  state  now  v/rites  such  a  policy,  but, 
since  the  state  has  such  a  large  line  of  insurance,  it  should  be 
able  to  procure  a  contract  with  features  similar  to  those  outlined. 
The  savings  to  the  state,  measured  against  the  present  cost  of  In- 
sur anc e ,  shou Id  be  sub s t an t i a 1 . 

The  State's  Insurance  Other  Than  Fire  Insurance : 

General  Statement;   The  state  has  many  other  risks  in  ad- 
dition to  its  fire  risk.   S"orae  of  these  it  insures  in  private  r.ar- 
riers,  and  others  it  carries  without  private  insurance.   Those 
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risks  for  whlr.h  more  or  loss  complete  coverage  Is  carried  In  private 
companies  are  "extended  covorago"  as  a  part  of  the  fire  insurance 
policy  (v;indstorm,  cyclone,  tornado   snd  hail,  explosion,  riot, 
riot  attending  a  strike,  aircraft  damage,  vehicle  damage,  smoke, 
and  waiver  of  the  fallen  building  clause);  automobile  losses  (fire, 
theft,  public  liability,  and  property  damage);  and  boiler  explosion 
losses.   Fidelity  bonds  on  officers  and  employes  of  the  state  also 
fall  within  this  category.   Partial  insurance  is  carried  on  losses 
by  burglary,  on  losses  by  earthquake,  and  on  the  loss  of  rental 
income.   The  state  carries  its  own  risks  against  losses  from  auto- 
mobile collision,  losses  from  the  theft  of  all  motor  vehicles  ex- 
cept passenger  cars  and  motorcycles,  and  losses  from  several  other 
sources  wherein  the  risk  is  too  slight  to  warrant  any  insurance. 

Extended  Coverage  and  Earthquake  Insurance;   The  extended 
coverage  insurance  contained  in  the"  fire  insurance  policies  held  by 
the  state  applies  to  risks  which  are  very  slight.   These  risks  could 
very  well  be'  assumed  by  the  state  under  any  plan  of  state  insurance 
for  fire  losses.   Earthquake  insurance  is  carried  only  on  a  small 
number  of  buildings  which  have  been  financed  by  loans  from  the  Re- 
construction Finance  Corporation.   The  total  coverage  amounted  to 
$1,02[].,6[|.0  in  October  19r|J.,  and  the  premium  cost  for  a  three-year 
term  was  $2,937.71.   The  rate  per  $100  for  a  three-year  term  is 
fifty  cents.   When  the  bonds  mxi   these  buildings  are  retired,  the 
state  v;ill  probably  carry  its  own  earthquake  insurance  on  them. 

Boiler  Insurance;   The  present  policy  on  boiler  insurance 
covers  82  boilers  and  is  limited  to  a  coverage  of  [^50,000  on  each 
accident.   The  contract  has  been  let  for  a  three-year  term  and  ex- 
pires on  March  1,  19i|l|..   The  premium  for  this  policy  was  $2,552.92. 
Losses  as  a  result  of  boiler  explosions  or  accidents  have  been  nomi- 
nal over  a  long  period  of  years  and  the  risk  is  widely  scattered. 
The  state  could  very  well  afford  to  carry  its  own  insurance  on 
boilers.   An  annual,  lapsing  appropriation  for  this  purpose  should 
be  practicable. 

Automobile  Insurance;   The  state  carries  fleet  coverage 
insurance  on  its  motor  vehicles  for  fire,  theft,  public  liability, 
and  property  damage.   A  minor  exception  in  this  coverage  is  that 
theft  insurance  is  carried  only  on  passenger  cars  and  motorcycles. 
All  this  ins\irance  is  purchased  on  the  basis  of  competitive  bids. 
The  premiums  on  the  present  policies  at  the  time  the  contracts  were 
drawn  were  as  follov;s: 

Annual 
Type  of  Insurance  Premium 

Fire  $5,81^2,50 

Theft  9^-50 

Public  liability  10,007.53 

Property  damage  3, 122.80 

Total  premiums  on  auto- 
mobile Insurance       $17,067-33 
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The  loss  ratio  on  this  type  of  insurance  is  not  knowTi,  but  there  is 
some  indication  that  it  is  substantially  higher  than  that  of  fire 
lesses  on  state  building.   The  central  fiscal  agency  of  the  state 
should  keop  adequate  records  of  losses  under  these  contracts,  and 
it  could  then  be  determined  v/hether  the  loss  ratio  experience  would 
justify  the  assumption  of  these  risks  by  the  state. 

F i deli t y  B ond s ;   The  state  purchases  surety  bonds  for 
«ertain  of~Tts  oTiicers  and  employes  as  required  by  lav;  and  for 
certain  others  of  its  employes  as  an  added  protective  measure.   The 
cost  of  these  bonds  was  $5,925.89  in  1958-1959  and  iii,  575.65  in 
1959-19^0 •   The  rates  paid  for  this  type  of  bond  are,  for  the  most 
part,  five  dollars  a  thousand.   There  might  be  some  possibility  of 
reducing  the  rates  by  negotiation  with  the  surety  companies  or  by 
calling  for  competitive  bids.   Bonds  are  required  of  variovis  state 
officers,  board  members,  and  employes  whore  their  necessity  is  not 
apparent.   As  a  general  rule,  it  is  only  necessary  to  bond  those 
persons  who  have  the  responsibility  for  handling  money  or  negotiable 
instriiments  or  who  have  authority  to  obligate  the  state  in  substan- 
tial amoxmts.   Surety  bonds  for  faithful  performance  arc  difficult 
to  collect  on,  where  money  losses  cannot  be  shov-n. 

Other  Types  of  Insurance;   The  University  of  Montana 
carries  several  types  01  burglary  insurance.   Tliese  include  office 
burglary,  safe  robbery,  messenger  robbery,  and  ticket  •ffice  burg- 
lary.  The  premiuin  cost  is  slight  and  the  coverage  is  apparently 
adequate.   The  state  treasurer  carries  no  burglary  •r  safe  robbery 
insurance  and  probably  needs  none.   There  is  some  question  as  to 
v/hether  or  not  it  would  be  good  business  f«r  the  treasurer  t«  pro- 
vide messenger  robbery  insurance  to  protect  his  dally  deposits  in 
local  banks.   The  cost  of  such  protection  is  very  little  and  the 
risk  is  more  intensive  than  are  many  •ther  risks  on  state  properties 
for  which  insurance  is  carried.   The  state  also  carries  5,6,500  in- 
surance on  a  dormitory  at  N«rthern  Montana  College  to  protect 
against  the  less  of  rental  income  in  case  the  building  is  rendered 
uninhabitable.   This  policy  is  required  by  the  revenue  bond  inden- 
ture covering  the  building. 


-  11  - 

Summary  of  Recommendations : 

The  recommendations  expressed  or  implied  in  this  report 

may  be  summarized  as  foll»v>'s: 

Recommendations  Not  R equirinr;  Legislatl o n : 

(1)  That,  if  the  state  continues  to  insure  in  private  carriers, 

the  hoard  of  examiners  take  the  responsibility  for  entering 
into  insurance  contracts  for  all  agencies, 

(2)  That  the  central  fiscal  agency  of  the  state  maintain  adequate 

cost  records  on  state  properties  and  adequate  records  ef  in- 
surable losses  of  state  properties. 

(5)  That  the  central  fiscal  agency  obtain  the  detailed  estimates 
making  up  the  present  appraisal  of  the  Insurable  value  •£ 
state  properties  and  that  these  estimates  bo  kept  up-to-date. 

(I4.)  That,  as  a  means  of  reducing  insurance  costs,  the  state  enter 
into  an  extensive  campaign  to  reduce  direct  fire  hazards. 

(5)  That,  as  a  m^ans  of  reducing  insurance  costs  on  nev/  ^^onstruc- 

ti«n,  the  state  take  advantage  of  professional  services  in 
building  design  offered  by  fire  insurance  companies. 

(6)  That,  if  the  state  continues  to  insure  in  private  carriers, 

insurance  contracts  be  lot  on  the  basis  of  'Competitive  bids. 

(7)  That  the  state  treasurer  cr.rry  messenger  insurance  in  a 

private  carrier  t"^  proteci:.  the  daily  deposits  being  made 
In  local  banks. 

Recommendations  Requiring  Legislation; 

(9)  That  the  unencumbered  balance  in  the  state  insurance  fund 
be  transferred  to  the  general  fund, 

(9)  That  the  stats  adopt  a  sound  plan  for  carrying  all  or  part 

of  its  ewn  fire  risks,  and  all  of  its  own  boiler  insurance. 
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REPORT   ON 
■TRANSPORTATION   OF  EMPLOYES; 
AND   OTHER   TRAVELING  EXPENSES 


Introduction; 

The  state  of  Montana  spent  some  $333,000  for  the  travel- 
ing expense  of  its  offic.ers  and  employts  during  the  fiscal  year 
ended  June  50,  19ij-0.   This  figure  amounted  to  about  one  percent  of 
the  total  state  expenditures  during  that  year.   Only  a  few  state 
departments  had  expenditures  in  excess  of  this  amount.   Prom  the 
fiscal  standpoint,  therefore,  the  control  of  traveling  expenses  is 
important,  hut  it  is  important  also  quite  apart  from  its  fiscal 
aspects  since  many  state  agencies  render  important  services  v.-hich 
are  dependent  upon  effective  field  work.   The  efficiency  and  econo- 
my with  which  the  field  services  are  performed  are  closely  associ- 
ated v;lth  effectiveness  of  the  contr-^l  over  traveling  expenses. 

St_atu t es  and  Rules  Governing  Travel : 

For  those  state  employes  traveling  in  privately-ovmcd 
au.tomoblles,  the  statutes  limit  the  allowance  to  a  maximum  of  five 
cents  a  mile  for  the  use  of  such  automohiles .   Private  automobiles 
may  not  be  used  if  suitable  rail  transportation  is  available.   The 
state  board  of  examiners  has  adopted  a  rule  v^hich  allows  the  op- 
tional use  of  a  private  car  in  any  case  where  the  route  parallels 
that  of  a  railroad,  but  provides  that  the  compensation  may  not  ex- 
ceed the  amount  of  the  railroad  fare.   This  rule  Is  enforced  except 
where  It  is  shown  that  the  route  traveled  by  car  reaches  stopping 
points  which  could  not  be  conveniently  reached  by  train;  that  a  car 
Is  necessary  at  the  terminal  point;  or  that  the  time  saved  by  car 
travel  will  more  than  compensate  for  the  difference  in  the  cost  of 
transportation.   A  few  of  the  state  agencies  have  adapted  the  prac- 
tice of  restricting  the  private  oar  allowance  t«  three  cents  a  mile 
if  the  route  parallels  that  of  a  railroad  or  bus  line,  regardless 
of  any  convenience  factor  v.'hloh  might  accrue  from  the  use  of  a 
private  car. 

Some  of  the  agencies  which  are  provided  with  state-ov.-ned 
cars  restrict  the  allowance  for  the  use  .f  a  private  car  to  the  c«st 
•f  fuel.   The  fish  and  game  commission  ]»ays  certain  of  its  employes 
twenty  dollars  a  month  t«  cover  depreciation  on  prlvately-ovmed 
automebiles,  in  addition  to  payments  covering  all  operating  expenses 
The  depreciation  payment  is  made  only  during  the  first  fourteen 
months  after  the  purchase  of  a  new  car,  but  the  payments  during  tin. 
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period  are  approximately  large  enough  t«  allow  the  purchase  of  a 
new  car.   The  most  general  practice  among  the  several  state  agencies 
is  to  allov;  five  cents  a  mile  for  the  use  •f  a  private  car. 

All  state-owned  automobiles,  except  those  used  by  the 
state  highway  commission  and  the  state  highway  patrol,  are  under 
the  control  of  the  state  board  of  examiners  as  the  custodian  of 
state-owned  motor  vehicles,  ex  officio.   This  board  is  given  exten- 
sive pov/ers  in  the  control  of  traveling  expenses,  including  the 
authority  t»  issue  reasonable  rules  and  regulations.   It  may,  for 
example,  exercise  the  follov/ing  means  of  controlling  traveling  ex- 
penses : 

Approve  all  claims  for  traveling  expenses. 

Determine  the  extent  of  duplication  of  travel  and  order  its 
elimination. 

Assign  state-^vmed  motor  vehicles  to  the  various  agencies, 
except  for  the  state  highway  commission  and  the  state  high- 
Vi^ay  patrol. 

Require  the  administrator  of  each  state  agency  to  formulato 
and  enforce  travel  regulations  providing  for  travel  authori- 
zations and  trip  reports,  except  in  the  case  of  the  state 
highway  commission  and  the  state  highway  patrol. 

Require  each  strte  agency  to  maintain  automobile  operating 
history  records  showing  the  cost  of  operation,  except  in 
the  case  e»f  the  state  highway  commission  and  the  state  high- 
v/ay  patrol. 

Through  a  quirk  in  the  wording  of  the  statute  governing 
subsistence  expenses,  it  appears  that  travel  by  such  conveyances 
as  airplane,  boat,  and  horse  and  buggy  is  prohibited.   This  act 
provides  that  "expenses  other  than  railroad  fare,  bus  fare,  or  auto- 
mobile Mre  shall  be  limited  to  not  more  than  four  dollars  (jpi|..00) 
per  day."   However,  this  has  been  interpreted  to  exclude  all  trans- 
portation expenses  from  the  four  dollar  limit,  and  other  m.odes  rf 
travel  are  used  occasionally. 

As  mentioned  in  the  preceding  paragraph,  subsistence  ex- 
penses are  limited  to  four  dollars  a  day.   In  the  cases  of  eleotei 
officials,  their  deputies,  or  their  assistants  specifically  pro- 
vided by  law,  however,  the  limit  is  eight  dollars  a  day  when  engage*, 
in  travel  outside  the  state.   The  allowance  to  any  employe  of  tho 
state  is  further  limited  to  the  "actual  and  necessary"  expenses  in- 
currod.   As  is  to  be  exTDected,  some  of  the  employes  claim  subsis- 
tence somewhat  less  than  the  maximum  allowance,  while  many  others 
regularly  claim  the  maximum  amount  as  the  actual  amount.   The  extent 
of  either  practice  is  not  knov/n. 
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Transportation  Expenses: 


It  Is  an  established  fact  that,  under  the  samei  operating 
conditions,  the  cost  per  mile  for  automobile  transportation  de- 
creases as  the  number  of  miles  traveled  during  a  given  period  in- 
creases.  Where  extensive  dally  use  is  made  of  an  automobile  on 
state  business,  the  cost  per  mile  should  be  less  than  the  present 
maximum  allowance  of  five  cents  a  mile   Under  such  circumstances 
the  state  should  not  be  called  upon  to  pay  more  than  the  c»st. 
The  two  alternatives  in  avoiding  excess  charges  under  these  con- 
ditions are  to  use  state-»wned  automobiles  or  to  use  a  sliding 
scale  for  reimbursement  of  private  owners. 

The  choice  between  these  two  alternatives  must  necessarily 
be  influenced  by  the  degree  of  control  v;hlch  is  feasible  over  both 
private  and  state  automobiles.   If  the  same  degree  of  care  is  exer- 
cised In  the  maintenance  and  operation  of  privately-owned  and  state- 
ov.Tied  automobiles,  and  if  satisfactory  controls  can  be  established 
to  insiire  that  the  state  will  not  pay  for  private  transportation 
under  either  circumstance,  it  may  be  regarded  as  preferable  to  fur- 
nish state  automobiles  wherever  the  use  is  heavy. 

Even  with  proper  controls,  the  exact  point  at  v/hlch  it 
ceases  to  be  economical  for  the  state  to  pay  for  the  use  of  a  pri- 
vately-owned automobile  at  five  cents  a  mile  is  not  lonown,  since 
there  are  so  many  varla1»le  factors.   In  the  state  of  Kansas,  which 
reimburses  employes  for  the  use  of  private  automobiles  at  the  rat« 
of  five  cents  a  mile,  the  law  requires  the  purchase  of  state  auto- 
mobiles for  those  employes  traveling  over  l8,000  miles  a  year  and 
allov's  department  heads  to  purchase  state  automobiles  for  those  em- 
ployes traveling  over  12,000  miles  a  year.   It  is  probable  that  the 
use  of  a  state-ovmed  automobile  under  proper  control  is  economical 
for  an  employe  traveling  over  10,000  miles  a  year,  although  any 
exact  determination  is  dependent  ©n  the  particular  circvimstances 
Involved. 

On  June  1,  19l|-l,  the  state  owned  184  passenger  autom»bilerf 
In  addition  t«  these  conveyances,  IOI4.  light  trucks  and  station 
Y/agons  v/ere  available  to  contribute.  In  part,  to  the  transportation 
of  several  employes.   A  few  state-ev/ned  cars  are  not  driven  exten- 
sively but  even  these  appear  to  be  necessary  because  of  special  cir- 
cumstances making  the  use  of  private  cars  impracticable.   According 
to  information  reoorted  by  the  various  state  employes,  there  are  at 
least  75  individuals  who  regularly  travel  over  10,000  miles  a  year 
In  their  private  cars.   Additional  investigation  should  be  made  to 
determine  v/hether  or  not  the  state  should  purchase  cars  for  the  use 
of  many  of  these  employes. 

In  addition,  there  are  sc«res  of  employes  wh«  travel  less 
than  10,000  miles  a  year  in  private  cars.   Ytoile  it  would  not  be 
economical  to  purchase  a  car  for  the  individual  use  01  each  of  these 
employes,  the  possibility  of  establishing  a  pool  of  state -owned  cars 
should  not  be  overlooked.   At  least  two  states  have  adooted  such  an 
arrangement,  and  two  agencies  of  this  state  (other  than  the  state 
highway  commission  and  the  state  highway  patrol)  have  provided  oar 
pools  for  their  ovm.   employes. 
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If  properly  administered,  this  arrangement  would  not  neces- 
sarily require  the  use  of  large  central  storage  facilities.   The 
problem  would  be  one  of  assigning,  dispatching,  and  servicing.   Since 
the  state  higjiway  commission  maintains  a  central  automobile  shop  in 
Helena,  it  might  bo  possible  to  assign  the  responsibility  for  ad- 
ministering a  central  fleet  of  cars  for  all  state  agencies  to  the 
state  highway  commission.   The  problem  of  dividing  expenses  could 
be  met  by  charging  rental  for  the  use  of  cars  from  the  prtol.   If 
such  a  system  were  devised,  it  would  be  necessary,  of  course,  t« 
prohibit  the  use  of  private  cars  unless  no  state  car  were  available. 
Detailed  investigation,  which  is  not  possible  within  the  scope  of 
the  study  on  which  this  report  is  based,  should  be  made  to  deter- 
mine the  possible  economies  from  the  establishment  of  a  central 
pool  of  state -owned  cars. 

Several  states  fix  the  allowance  for  the  use  of  private 
cars  at  less  than  five  cents  a  mile.   At  least  eight  states  allov/ 
a  maximum  reimbursement  of  four  cents  a  mile,  and  at  least  tv/o 
others  fix  the  maximum  at  I}., 5  cents.   Without  extensive  use  of  state- 
owned  cars,  these  rates  may  result  in  some  inequities  among  those 
employes  vtio    travel  extensively  and  those  who  do  not.   As  a  means 
of  preventing  such  Inequities,  a  few  governmental  jurisdictions  use 
"stepped''  rates  of  reimbursement  v/hich  provide  higher  rates  for 
those  employes  driving  small  distances  and  lov/er  rates  for  thoso 
driving  extensively.   If  state  automobiles  are  not  provided  for 
those  employes  traveling  over  10,000  miles  a  year,  an  administra- 
tive ruling  fixing  the  maximum  rate  of  reimbursement  at  a  somewhat 
lower  figure  than  five  cents  a  mile  for  such  travel  would  appear 
to  be  in  order. 

On  the  other  hand  the  rate  of  five  cents  a  mile  may  be 
below  the  cost  in  the  cases  of  many  employes  who  are  forced  to  drive 
their  ovm.  automobiles  nearly  every  day  for  short  distances  in  areas 
\*Lere  improved  roads  are  not  available.   Some  of  these  employes  have 
to  purchase  automobiles  for  their  work  and  use  thorn  most  of  the  tirar 
and  yet  they  may  receive  as  little  as  $150  or  $200  a  year  in  roim- 
b^r!^sement  •f  the  expense  of  automobile  operation.   In  any  sliding 
scale  that  may  be  adopted,  consideration  should  be  given  to  the  p^^s- 
sibility  of  increasing  the  allowance  rate  for  employes  in  position? 
ff»r  which  it  is  compulsory  to  own  and  use  automobiles  where  the 
mileage  reimbursed  is  low  (say  less  than  500  miles  a  month). 

Subsistence  Expenses; 

Although  many  state  employes  claim  subsistence  expenses 
at  less  than  the  maximum  allowance  of  four  dollars  a  day,  it  is 
doubtful  whether  the  state  saves  much  money  by  requiring  that  only 
"necessary  and  actual"  expenses  be  paid.   In  the  first  place  many 
employes  claim  the  maximum  allowance  regularly  and  support  their 
claims  by  "actual"  detailed  figures.   Some  of  these,  no  doubt,  ac- 
tually incur  expenses  exceeding  four  dollars  a  day,  and  other  prob- 
ably actually  spend  less  than  the  maximum.   Secondly,  the  amount 
"saved"  by  those  employes  who  claim  less  than  four  dollars  a  aay  i.- 
probably  iffset  by  increased  costs  to  the  state  in  the  detailed 
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auditing  required  and  the  time  '^.onsumed  in  the  preparation  of  de- 
tailed f'.laims.   This  detailed  work  could  be  avoided  if  it  v.-ere  un- 
necessary to  try  to  oher.k  the  "actual  and  necessary"  expenses. 

A  plan  might  be  adopted  whereby  the  state  could  avoid  the 
detailed  v:ork  of  checking  subsistence  claims  and  still  take  advan- 
tage of  the  fact  that  the  subsistence  payments  to  many  cmoloyes  need 
not  reach  four  dollars  a  day.   Such  a  plan  would  allov/  the  central 
financial  authority  of  the  state  to  fix  allowances  at  less  than  the 
four  dollar  a  day  maximum  according  to  either  •r   both  of  tv;o  factors 

(1)  The  nattire  of  the  duties  performed  by  the  various  employes 

(In  certain  positions  it  is  more  necessary  to  "keep  up 
appearances"  than  in  others). 

(2)  The  prevailing  price  levels  in  the  areas  in  v/hich  the 

traveling  is  done. 

Under  such  flat  rate  reimbursements,  no  claims  should  be  allov/od 
for  subsistence  if  the  employe  leaves  his  official  station  and  re- 
turns on  the  same  day.   The  adoption  of  this  suggestion  would  re- 
quire legislation  to  allow  the  substitution  of  flat  rate  subsistence 
payments  for  payments  of  "actual  and  necessary"  expenses. 

The  restrictions  now  placed  on  travel  out  of  the  state  are 
generally  sound  in  principle,  but  in  certain  instances  the  proper 
conduct  of  state  activities  is  being  thv/arted  by  the  low  limit 
placed  on  subsistence  expenses.   It  is  suggested  that  the  present 
limit  be  retained  on  subsistence  expenses  when  the  travel  out  of 
the  state  is  for  the  purpose  of  attending  a  convention  or  other 
general  meeting,  but  that  it  be  removed  and  subsistence  paid  on 
the  basis  of  actual  expense  v.-hen  the  travel  is  for  the  purpose  of 
transacting  state  business.   In  each  such  case  a  daily  limit  should 
be  fixed  by  the  travel  authorization. 

Proposed  System  for  More  Effective  Control  Over  Travel  Expenses; 

Travel  Authorization:   The  state  spends  considerable  time 
and  effort  in  checking  claims  for  traveling  expenses  after  the 
traveling  has  been  done.   Relatively  speaking,  it  is  neglecting  to 
spend  time  and  effort  at  the  point  where  the  results  would  be  the 
most  fruitful  -  prior  authorization  for  travel.   ViHiile  a  few  state 
aj^encies  require  a  formal  travel  authorization  as  a  prerequisite  of 
any  trip,  most  of  the  travel  for  the  state  is  done  with  only  in- 
formal or  verbal  authorization  or  v/ith  no  authorization  at  all.  ^It 
appears  to  bo  mandatory  for  the  state  board  of  examiners  to  require 
the  administrators  of  the  various  state  agencies  to  provide  find  en- 
force regulations  covering  travel  authorizations.   This  should  be 
done  by  the  use  of  standard  forms,  and  the  authorization  should  be 
subject  to  the  aoproval  of  the  central  financial  authority  of  the 
state.   The  forms  might  well  provide  for  monthly  authorizations  f«r 
those  employes  engaged  in  extensive  travel  and  for  single  trip    ^ 
authorizations  for  those  employes  traveling  sporadically.   The  sta 
board  of  examiners  now  requires  such  prior  authorization  for  any 
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travel  out  of  the  state.   There  Is  no  reason  why  this  ^.ontrol  de- 
vice could  not  be  extended  to  include  prior  authorization  f«r  all 
travel.   It  need  hardly  lie  mentioned  that  the  prior  authorization 
•f  travel  should  be  subject  to  the  limitations  imposed  by  appropri- 
ations and  allotments. 

The  use  nf  travel  authorizations  is  closely  related  to 
the  effective  administration  of  field  services.  The  mere  fact  that 
an  administrator  must  give  his  formal  approval  to  a  travel  authori- 
zation almost  requires  him  to  do  some  planning  of  the  field  work. 
There  can  be  no  question  but  that  effective  control  over  travel  ex- 
penses will  result  in  more  effective  and  more  efficient  field  serv- 
ices . 

Audit  of  Claims  f»r  Travel  Expenses;   Any  plan  for  effec- 
tive control  of  travel  expenses  must  of  necessity  include  adequate 
pre-audlt  of  the  payments  as  v/ell  as  adequate  provision  for  post 
auditing.   The  state  board  of  examiners  does  direct  a  pre-audit  9f 
travel  expense  claims  v;hich  is  effective  as  far  as  its  sc»pe  is  con- 
cerned.  It  is  possible  that  the  state  may  be  paying  claims,  how- 
ever, for  the  travel  of  employes  whose  official  stations  are  poorly 
located  or  not  designated  at  all.   An  official  station  should  be 
designated  for  each  employe  who  is  to  travel  for  the  state,  and  a 
copy  of  this  designation  should  be  filed  vdth  the  central  financial 
authority  of  the  state.   If  an  employe  is  engaged  in  work  in  one 
community,  other  than  his  official  station,  for  more  than  thirty 
days  consecutively,  no  subsistence  claims  should  be  allov/ed  during 
the  period  in  excess  of  thirty  days. 

Claims  for  travel  expenses  should  be  made  on  specialized 
standard  forms.   These  should  be  designed  to  show  all  the  necessary 
detail  for  an  effective  pre-audit  of  the  payments  and,  at  the  same 
time,  to  allow  their  preparation  in  a  minimum  of  time.   Most  of 
these  claims  are  now  filed  v/lth  the  state  board  of  examiners  on  tho 
regular  claim  voucher,  supported  by  a  booklet  detailing  the  expense- 
incurred  on  each  day.   However,  a  special  claim  form  is  used  by  the 
department  of  public  welfare.   The  claim  voucher,  if  provided  with 
special  columns,  could  be  prepared  and  audited  in  much  less  time 
than  it  now  takes  to  prepare  and  audit  the  regular  claim  voucher. 
The  supporting  booklet  contains  exactly  the  same  information  as  that 
aiopearing  on  the  claim  voucher.   In  fact,  many  employes  prepare  the 
claim  voucher  and  the  booklet  at  the  same  time.   In  requiring  the 
booklet,  the  legislature  evidently  Intended  that  it  should  serve  as 
a  medium  for  the  state  board  of  examiners  to  eliminate  duplicate 
travel.   It  is  not  being  so  used  as  to  be  effective  in  accomplishing 
this  object.   As  nointod  out  above,  prior  authorization  for  travel 
Is  much  more  effective  in  avoiding  duplication  than  is  an  investiga- 
tion after  the  traveling  is  done.   If  the  law  requiring  the  booklet 
were  repealed,  the  state  could  save  over  $1^00  a  year  m  printing 
costs  without  reducing  in  any  way  the  control  which  it  now  exercises 
over  travel  expenses. 

The  state  examiner  is  vested  with  the  authority  to  post 
audit  traveling  expenses,  but  does  little  auditing  of  individual 
claims.   This  activity  is  a  small  part  of  the  larger  function  of 
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p»st  auditing  all  the  expenditures  cf  the  state.   Suggestions  which 
are  made  in  a  report  of  this  series  on  financial  administration 
v/ith  regard  to  post  auditing  of  the  state's  expenditures  apply  fully 
to  the  post  auditing  of  travel  expenses. 

Cost  Records;   The  suggestion  has  already  been  made  that 
effective  control  of  travel  expenses  involves  prior  authorization 
for  travel.   The  expenditure  accounts  should  also  be  classified  so 
as  to  show  the  expenditures  made  for  travel.   If  it  proves  practi- 
cal for  the  central  financial  authority  to  keep  only  control  ac- 
counts for  such  expenditures,  each  agency  should  keep  "thumb  nail" 
accounts  shelving  whatever  detail  is  necessary  to  the  efficient 
operation  of  that  particular  agency.   For  all  state-owned  motor 
vehicles,  cost  accounts  should  be  maintained  to  show  the  cost  of 
operation,  properly  classified,  for  each  piece  of  equipment  ever 
the  life  of  the  vehicle.   Again,  if  it  is  impractical  for  the  cen- 
tral financial  agency  of  the  state  to  keep  these  cost  accounts, 
they  should  be  kept  by  the  individual  agency  in  accordance  with 
standard  forms  and  accounting  procedures  established  by  the  central 
authority. 

Formal  Rules  and  Regulations;   It  is  impossible  and  un- 
desirable for  the  legislature  to  prescribe  anything  other  than  the 
main  outline  of  an  effective  system  of  control  over  travel  expens^^s. 
The  details  of  the  problem  are  administrative  matters.   The  system 
of  control  cannot  be  effective  if  it  is  administered  by  oral  orders, 
"understood"  regulations,  and  ill-defined  rules.   The  central  finan- 
cial authority  of  the  state  should  promulgate  written  rules  and  regu- 
lations governing  travel  and  these  should  be  revised  from  time  to 
time  as  circumstances  warrant. 
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Summary  of  Recommendations ; 


The  renoiranendations  expressed  or  implied  in  this  report 
are  all  designed  t«  effect  savings  in  traveling  expenses  through 
more  effective  control,  except  as  otherwise  noted.   These  recom- 
mendations may  be  summarized  as  follows: 

Recommendations  Not  Requiring  Legislation; 

(1)  That  further  investigation  he  made  to  determine  viiether  or 

not  it  would  be  profitable  for  the  state  to  furnish  cars 
for  a  substantial  number  of  employes  traveling  over  10,00S 
miles  a  year  in  private  cars. 

(2)  That  consideration  be  given  to  the  possibility  of  establish- 

ing a  pool  rf    state-«wned  automobiles  to  replace,  as  far  as 
is  practical,  the  use  of  private  automobiles  for  state  travel. 

(5)  That,  as  a  means  of  saving  transportation  expenses  and  of  pro- 
viding more  equitable  reimbursements  for  the  use  of  private 
automobiles,  the  rate  per  mile  for  employes  traveling  more 
than  10,000  miles  a  year  in  private  automobiles  be  reduced 
to  a  figure  somewhat  lower  than  the  present  maximum  rate  of 
five  cents. 

(Ij.)  That  formal  travel  authorizations  subject  to  the  prior  ap- 
proval of  the  central  financial  authority  of  the  state  be 
required  as  e.   prerequisite  of  travel. 

(5)  That  an  official  station  be  formally  designated  for  each  em- 

ploye who  is  to  travel  for  the  state  and  that  the  central 
financial  authority  of  the  state  be  notified  of  each  such 
designation. 

(6)  That,  as  a  means  of  saving  time  in  preparing  and  auditing 

claim  vouchers  for  traveling  expenses,  a  specialized, _ stan- 
dard travel  expense  voucher  be  devised  to  support  claims 
for  travel  expenses. 

(7)  That  adequate  cost  records  on  each  state-^wned  motor  vehicle 

be  kept. 

(8)  That  the  central  financial  authority  •f  the  state  promulgate 

a  complete  set  of  formal  rules  and  regulations  governing 
travel. 

Recommendations  Requiring  Legislation; 

(q)  That,  if  a  sliding  scale  for  mileage  reimbursement  is  adopted 
for  employes  traveling  over  10,000  miles  a  year  m  private 
automobiles,  consideration  be  given  to  increasing  the  allow- 
ance for  those  employes  traveling  short  distances  if  the 
ownership  of  an  automobile  is  a  requirement  of  the  position. 


-  0   - 

(10)  That,  in  the  interests  of  equity,  the  law  fixing  the  maximum 

subsistence  allowance  for  out-of-state  travel  be  repraled; 
and  that  provision  be  made  for  fixing  the  maximum  allowance 
undejr  each  travel  authorization. 

(11)  That,  as  a  moans  of  reducing  auditing  expenses  and  of  pro- 

viding a  simpler  control  over  subsistence  expenses,  the  law 
be  amended  to  allow  reimbursement  for  subsistence  expenses 
on  a  flat  rate  basis  at  a  maximum  amount  for  each  day,  sub- 
ject to  reductions  under  particular  circumstances  at  the 
discretion  of  the  central  financial  authority  of  the  state. 

(12)  That,  as  a  means  of  reducing  printing  costs  by  over  i^l^OO   a 

year  v;ithout  in  any  way  reducing  the  control  over  traveling 
•xpenses  now  exercised  by  the  state,  the  law  requiring  a 
booklet  to  be  submitted  by  each  employe  in  support  of  his 
claim  for  traveling  expenses  be  repealed. 
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